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1. THE NATURE OF BUSINESS ACTIVITY ne =

ne
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Definition | Busingss: It is an idea of a person or a group of people who are working in an @
\

. § (s Lﬁ‘
c_.zgafmzed way lo achieve a given target. These businesses usually have profit as their primary |
motive however there are several other objectives like social wel fare, pmmg@z* \'ﬁ
"—-—.________-_____ ' \
\

1. Opportunity Cost

—
[{/‘ Qe_flmm Opportnity costs is defined as the next best alternative forgone People are forced 1, ‘\?
make choices due to the presence of the basic economic problem, which is there are limited g b
a resources and unlimited needs and wants which leads o the problem of scarcity, In simpler
X terms, the sacrifice by an individual or organization whil

_ _ e giving preference 1o one product to the
ggw* other is known as the opportunity cost of a particular decision. Remember that this is made by all

economic decision makers: Consumers, businesses and government. Examples:

WO '

) wnd }. Consumer - An individual has $1000 and he/sH)
the individual chooses the laptop the smart phon
2. Businesses - A business has §1 million. It car’&d
invest in research and development. If the bu
research and development becomes the op Nt
3. Government — A government has two gf 6 .
country. If the government chooses to builie]
Opporunity cost, &

!

omes the opportunity cost.

d

2. The concept of creating value V:

Definition: Creating value is sellingg Bduct for a j::l{’@’ than it was initially bought in,
Added value is the difference betrwdErreet ing price of th&ftiLh

materials. This can be dor RLayidins bstter cusiomer se
etc. Businessﬁ : | r@wﬂn‘fé@ﬁ 1
as profit. 4 W '

Added value = Selling price - Cost of bought in material
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b4 L e LIFE exMpLES
3. Factors of Production X
- These elements are required to carry out a business activity are collectively known as
the factors of production. These include: I )
K ctur—.it.i'f,é-;"il:f:-'.r-.L"D'Es'i:i:iﬁtiﬁtﬁ.'-;éE{?{fﬂEli4.f-i'i-':,§a,:.-E\-.'{é;'{..?-f-siiE.-‘i‘i{-i."—'.zis'ﬁ,'\iii'.{'-'A'n'ﬁ'-.?ii‘ﬁf.:éfﬁiiﬁéﬁi-5,5'{1’{:5,*;‘3';{-.'1;'-.-’ﬁif-i_'f.i'-ffd.-'-.~_'?££{';-.--‘.‘.:-"_ A
1. Land It represents all the natural resources which are consumed during the business l
activity, e.g. plains, seas. mines etc. |
2. Labor \ The term refers to any kind of Ehxsica.l or mental human effort_E g. carpenters, \
doctors, etc.
3. Capital Capital is not only the finance needed to set up the business a:._r_l_d_py for its
o Rl Efgraiions, but is also all the man-made resources used 1n g[gduclLoL These
ooy | nclude capital goods.mal goods used by industry t0 aidinthe |
s Cinbaia i production of other goods and services, example: machines and commercial A ‘R; |
vehicles. 2 Y
3. Enterprise | Thisisthe skill and risk-taking ability of the person who brings the other \ :{:*-' -
« townmi~s! | resources or factors of productiog together to produce a »ood or service. For -
Sedaa rpM . —_— ~1
1 | example, the owner of a husmes;k |
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Fthday running of the business, Itisusedto | .
thllows the business to give credit toits N A
day to day expenses, it might be forced | Sk yes,

\oid this by forecasting 1h§_f£t£____eca§n

| neede_‘
\-ﬁ

. L
Y Lamen AFle

i smaller credit periods to customers. | _
- | 2. Poor Teld and lacks experience in others. jeires s ve o
Management might lack management and redeen. |
: ‘1L- 1w MY er this problem is that an i
i 3 ’1‘*’““‘) tners and seek management T
Ve A A - el ~ 11
\ [3. Lackof 4 Sy :\ J
- =| record keeping™ AL EssAIalch cHl ase, <
employee working hours etc.
4. Changes in A business might fail due to the dynamic changes in the business *\tdanly
(X evac) | business environment. These include political, economic, social and technological ',":?"'_':':“’
Leivironmem changes in the business environment. .‘"'J ,.;.'. )
(RO, Veunoten Aol Rew) LN . e
2. THE ROLE OF THE ENTREPRE EUR ‘ NUTINIE |
Definition | Entrepreneur. An entrepreneur is an Mﬁﬂm@s—ﬂm—f&@tm&&[\ )
production, assumes the risk and is an innovator. These individuals come up with a new business N
idea, arrange the investment and accept the risk. Example: Steve Jobs created Apple, Richard
Branson, CEO of Virgin Group, Elon Musk, CEO of Tesla and Space X, etc.
a; meciy Beamchny e % - . oi L
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. Problems that a new business/entrepreneur faces: |35 = \“‘ T et -~
TProblems <2<t v Deseription 5 0 LGRS T e e e
it LT Identifying This happens when the entrepreneur is unable to find aI s:fﬂ:é?::tagﬁ?:jm ~|l
*’""'y’i'? B successfu_l_ for its product or service in the market which leads to p o ‘h. il
e b ! e Opporﬂlﬂl“ES LA = Mepe s Treal o Locls wdyauds f'-“‘_‘",r“_' h“.v' ’r. = ,1"_‘—'
avoa- =~ | 2, Finance When starting out entrepreneurs find it hard to obtain financing forther ...,
business. This is mainly due to lack of personal savings__qo__m_srlzess _
record or a weak business plan that is unable to convince a potentia B
| investor, 7wy Ry va X O ey b st \B_** =t —l-:;::x;i.-,
3. Location Due to low financing and the objective of keeping costs low a business ozt
not be able to find a location that is close to the market resulting inlow =%
sales and hence lower profits. €4 - -~ "o vamyion g Aoy ST | —
* Mor. Wi 4. Competition | A new business might face fierce competition from the current business '-|‘1 ik
P o) ¢ LA A since the current ones are financially and technologically superor. This | )
' CacsA W W problem can be countered if the new business presents a unique idea and |
Qealle. | a value chain that is diffighlt to imitate. Sovi- slbo- fon Sofar wobo s Do b
5. Building a Some businesses have gfib]e building a customer base due to many '
customer base competitors in the markefeew businesses usually try to provide better
value propositions l'ﬂ:c_‘- 5] 5‘; ood/service at a cheaper rate, better
CUSIOMET SErvice etcTiusdpiisn) & c\vs (eopie - ti, /’H‘*-- precedi s wedd }
reate Wi X0 57 wonels - i, | ‘ L B uﬂm#
do o Naninler—2s Th.f _'.'_Dle uf hugi:;c'ss _cr_:_t?rgris.e in thlr,r.rﬁz e bf a business and a country dhi
dieon,y | Role A et it e I R R D e
*\viiu(,, e~ | 1. Creates employment | Businesses empliy peoplefiithreduces the unemployment in the
I 1 il -country. Ty :
Povc,y oo G 3 o)
YAQlear AWy [ 2. Economic Growth | Businesseggengrate taxes and’gafety of goods for individuals. The
Ledey mak | GrOP Varecyes - taxes caf” d by the goverfitfferitto provide public goods.
- bea ™03 Innovation ang Ney businesses come up, with iy fdgesdha
- B A0 technological ghth EXA et

levon- catoow-1 4 Increase i0%P%

S D S country.: ey Yo Stium W) evvwien o Ak F Slet) o Ly
L B T

L T A e~ " q‘-—ﬁp--l-"’
©ampy 3. SOCIAL ENTERPRISE ¥

. Busiacg.,  Definition: A social enterprise can be defined as a business with primarily social objectives

cAwk i~ e Whose surpluses are reinvested in the business or the community, rather than providing profits

et anrdery fOF shareholders or owners. Examples include: KASHAF Foundation and Akhuwat in Pakistan.

bewt W~ acud A social enterprise has a tnple bottom line objective:

Mo ey oy *2 ‘__3 obai A it {' Acnnsd Cav e

¢ <y .1 ¢+on 1. Economic — Make profit and reinvest back into the business Ao t
. —v eq.- oy 2. Social - Provides jobs and support for locals =3 .3

Ly 4 S N _‘,’3. Envircnmental - Have sustainable environmental policies which helps to protect the

| w8, ENvironment.
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TOPIC 2: BUSINESS STRUCTURE

// 1. ECONOMIC SECTORS

rEy
-_if' There are THREE economic sectors in an economy:
1. Primary This sector includes the extractive industries that acquire raw material from \ '
% naturally available resourﬁﬁiw,yliumw_ Jt -
2. Secondary | It comprises of the manufacturing industries that convert raw material into \
semi-finished or finished goods, E.g. Textile industry, | -
3. Tertiary | This represenlS_alLkiﬂdS_Of.ﬁendcnS.ﬁuch.aibankinucmiﬂng,_ﬂﬂ. |
D Brufla explain the differenned s pavsle e gumis bk
The Pu 1?: and Private sectors
owned businesses with the main motive

15~y Definition | Priv ctor: This sector includes privatel T
of profits. The businesses will make their own decisions about “What to produce, how it should

--._-_—_—- -
be produced and what price to charge for it". Exag {cDonalds,

Definition | Public Sector: This sector include} i

government. It operates for the welfare of theife
motiye They are responsible to provided esagft
it does not prove to be profitable. Usually;}
real-life example can be Pakistan Railway

" —
ple of a pnvate sector business, v

. sses owned and controiied by the

ity and pursues profits as only asecondary
ties to the masses and it will do so even

> health, education, defense, utilities. A

2. LEGAL STRUCTURES N P-1 -y wseala sbadi e
1. Sole trader s BTty J el - eus

2. Partnership
3 Private limited companies

4. Public limited companies “ -
s AATIK TASNEEM
Hia el s .‘,'.I_ _ \I ‘

7. Joint ventures
8. Multinationals ___— 7 Ph > poptor tote Wae
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full con’

O vyl 5
2 in return has the o
1. Sole Trader es the finance and in re limited liability,
mited 14225

finion: A busifess in Wit o‘:g_p—cﬁ%l p{z“t’;fdcr has all of the risk due to un -
of the business and keeps all the profits. : siC:y L;nlimited Liability means lhal._lhﬂ owner §

ck e legal status and lacks continuit ' .
L ossessions can b takmﬁ the debts if he defaults on @ loan

personal possessions can be ’/—
//W .
hat if the sole |

T business debts, the |
|

Advantages __Di ‘
itk imi ability, this mean t
I Itis easy to set up since it has no legal 1. Unll_mm:d liability, ; |
- trader 18 unable to pay © _ &

ke his persond

| formalities .
| lender reserves the right to 12

|
2 The owner enjoys complete flexibility in assets.

decision making and is not answerable t0

- conity. Si iness does
anyone. This also reduces chances of conflicts. 7 Lack of continuity, since the busines

not have a separat€ legal status. when the
owner dies the business comes 1o an en

3)No profit sharing. Since he is the only one in |,

the business profits do not need to be shared.

; ﬁﬂ Vorkload is not shared which leads 1o
-2l oer wor

g king hours and the owner is unable
Fidipecialize in the area of experuse. |

2. Partnership

Definition: A business in which two or m 0]

to make a profit. These individuals inves;
business. A partnership has unlimited II" Vi

e ot .

“hﬂifﬁﬁ] g together to own a business, usually
FJ.J-'-&}', ) 5 s i .

sy share responsibilities of running the

fifuity and lacks separate legal status.

P = ek

- A

| Advantages R Disadvantages

["1. Panners can share the workload .' , 1. Unl‘;ﬁliability, this mean that if the sole |
' irader 16 GHEBe to pay off business debts, the |

. specialization if different areas of bt
marketing, operations, finance etc. lender reserves the right to take his personal -,

e " {:‘;"f,'__ : F . - ,'ﬂ. eth iy Y " pa ' i |
AATIK TASNEEM

2. Lack of continuity, since the business does
. not have a separate legal status, when the
3. Losses are shared between partners. This owner dies the business comes to an end

leads to spread of risk.
3 Profits are shared which leads to less reurn |

per partner.

43' Ig'e’re are chances of conflicts since partners
might disagree on issues which can delay
decision making.

=

5. S:I:le Trader might lose control of decision
making if he/she forms a partnership |
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3. Private limited companies

www.megalecture.com

efinition: A small medium-sized business that is owned by shareholders who are often

members of the same family; this company cannot sell shares to the general public. Example:
Lahore Grammar School. These businesses have limited liability, has a separate legal status and

has continuity.

l_ Advantages |

Disadvantages

1. Limited liability is the situation which states
that the liability of the owner is only limited to

the amount invested in the business and their
personal assets are safe.

2

. Separate legal identity makes that the
5 lf———g—

ers and businesses are separate. This

means if a product is faulty the company is
sued and not the owners.

3. Has continuity which means that the death '

of an owner does not lead to break-up of the i *
business.

4. Public hmnted companies 4
Definition: A limited company, ofte |

l

the amount invested in the business and their
personal assets are safe,

2. Separate legal identity makes that the
owners and businesses are separate. This

means if a product is faulty the company is
sued and not the owners,

3. Has continuity which means that the death

of an owner does not lead to break-up of the
business.

) )Can raise capital from selling of shares on

that the llab:h of the uwnr is nly hm1ted to | not

4. Can lead to potential diseconomies of scale
the stock exchange. Wy Sebliag of Soven quml if the company

1. There are several legal formalities that are
not only time consuming but also expensive.

2. Limited potential to raise capital since they

|
cannot sell shares on the stock exchange.

1
3. Less secrecy over accounts as accounts must |

be sent to company's house which can make

not c.nly time consummg but also expensive,

These include Memorandum of Association®
and Article of Association®

Ve

sk of takeover due to availability of shares
on the stock exchange. As another company,

can buy a large number of shares to assume
control of the company.

3. Less secrecy over accounts as accounts must

be sent to company’s house which can make
them open to public inspection.

Wae Q‘.rm Le b.l«-lu_;—ﬁ(c..h.e Q’Mnm t'f\)\qj'. .
Con Q&E\'t = ;-J.tu‘r.l 11' o,
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A maly ol 1 A
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5 PLCshavea potenti
scale. This reduces pro

“expansion.

sociation: A MOA isa legal

*Memorandum of As

registration process 0
This document includes the
the business.

« Article of Association:
well as the duties and responsibilities of

5. Franchises

Definition: A Franchise is a

services under a spect
franchisee, authorizing the franchisee to use the b

industries.
Fitch, Nike, American

business in which ex

Eagle), Hotels (Marriol

iy, 4
g

Advantages and Disadvant
L Advantages
1. Expansion of the business without incugfing
the high capital cost. This leads to nationg#de
presence without heavy investment. .'_.,?i.;,ﬁ_’é

PRlat v,
. ‘:1‘;”,-'-'.1‘_,
2. Inflow of cash, since the franchise&piysthe
p it e
royalty. A royalty is a payment o a% gwner for
. . Ep L b
the use of franchises license. Rl

3. Share of projis
the franchisog

s to the Franchisee

£ a limited liability company
name of the company,

The AQA is a document that cont
its members define

clusive rights

fic brand name, logo and trading system
} nd name an

Example. Food (McDonalds, BurgerXXipg
Tatetpationa

L

< R 200

reflect badly

.

5 Might expet
Thisis a siuaton
increase due to €X
of mismana ement, hi

pansion This can be
[ etC

h capital costs

n the formation and

ared |
p 'f"r'”h gharchrﬂd{:l’.‘i

Jationship
share ca

document pre
1o define 115 7€
the address, max

the purpose of the company 25

ains
clearly

d and recorded

are purc
The f‘r_an_ch_iso_r_sc_l_ls_th':, right the

d logo Franchises exist ip severd
. Starbucks), Clothing (Abercrombic and
|, Hilton Hotels & Resorts)

AT
aces to the Franch JBEAA
e LT R
EFi

Disadvantages
yee needs 10 be paid by

ATrining of emplo
1sor.

I .
i “r.’.i
th "gﬁ;-'

i

WAy . . .
&;i; pays for the nationwide
adve -'{éa}{ t campaigns.

franchisee might
franchise operation.

L

K T
) Fail(r&b%n individual
on the whole

A '] ' i
o 1 v W d

hccﬂl."nl.'

pital and the aims of

hased for scllinglgoods or

Advantages and Disadvantage
Advantages

Disadvantages

1. Chances of failure are reduced due to an
already established brand name of the

franchisor.

2. Franchisor pays for the advertisement of the
brand and training of employees.

3 Can benefit from the business expertise and
gain access to the business network of the
franchisor.

1. Expensive license fees need to be paid to the
franchisor.

2 Has limited control over items like price
terms of sale, place etc L MertceD=sy Mt

1 Profits needs to be shared with the
franchisor.
Lt) hns WA mave by Wl Errdaior an

'I.-ﬂ.‘ll“-g_T tlae kl"‘mu,._j\f,_q Moﬁ_ﬂ.nq -
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6. Co-operatives Vv j};mke__itm_ ' _

Definition: A co-operative is an autonomous association of people united voluntarily to meet
their common economic, social and cultural needs and aspirations through a jointly owned and
Jemocratcally controlled business. All members have one vote and all of them share profits
equally. There are THREE types of cooperatives:

1. Employee Cooperative: Business is owned by all the employee
2. Community Cooperative: Owned by mem
3. Retail cooperative: Where several retai

s who work there. \
bers of a community to provide local service. |
lers join together to come under one brand name.

1 Advantages
|. Employees have a share in the business and -
they are interested in how it performs. This
leads to higher staff motivation and
engagement in their work.

la Disadvantages |
_Disadvantages include slower decision 1
aking since members need to be consulted on \
important issues.

2. The ability to raise finances is limited since ii
ithey can't sell shares to the public.

—

2. Productivity of workers might be high since
they are motivated by the values of the co-
operative and desire to add value to their
members and the wider community.

|
Productivity and profitability might decrease 1|

MAeople are not motivated by self-interest.

3. Economies of scale due to bulk buying. /&5

members, can arrange the supplies in bul KfaiRy
gain discounts.

4. Better decision making since work |t

shared. _
7. Joint ventures - . - i

s when tw

il

Internationa d a joint venture

snack foods to consumers in China. (ii) NBC, Fox and Disney started a joint venture to create the
enormously popular video streaming website “Hulu”

ol ey Sy “fredee !

Voo virdurgy — 5 Vo Akrot semaen —> TV g
Advantages \

1. Provide companies with the opportunity to

Wy iy
Disadvantages

1. The objectives of the venture are not 100 per
gain new capacity and expertise. due. ko trow)e| cent clear and communicated to everyone

&;g,},\;\-\asﬁ Gad dee Sweye involved, C—-th’;,m\-\ D\ ATLLIR
x4 2. Allow companies to enter related businesses '

or new geographic markets or gain new 2. There is an imbalance in levels of expertise,
technological knowledge access to greater investment or assets brought into the venture
resources, including specialized staff and by the different partners.

technology sharing of risks with a venture

partner.

3. Different cultures and management styles
result in poor integration and co-operation.
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oy Uﬁ'\ﬁl_u"t ’tﬂ(:]...._(}.

| 3. Joint ventures tan be {lexible. For example, | 4. The partners don't provide enough
a joint venture can have a limited life span and | leadership and support in the early stages.
g LT a.-;,k Lnu.],'rn\ .

only cover part of what you do, thus limiting e L e .
X Quiate vedrty ovL Ol Syt

both your commitment and the business' v ed i),
ExpDSUFE. “_ e Wl AN u‘ il by [_-.a"‘r‘—m YV oowe el ‘Cl._‘
r“"“t_ \_LU-J- .
Lo ae Y ohi 111_._
1 The Susens dedewdy o ! i

4. JV’s offer a creative way for companies to

exit from non-core businesses. Companies can

gradually separate a business from the rest of

the organization, and eventually, sell itto the | W5 "o Spufeux o £ ImbereXinal Lupindan
edbe ¢ Lhe | lot_n.k pueq .

"* e

N\

other parent company. Roughly 80% of all R
joint ventures end in a sale by one partner to Y Vol verdreg ok oy B2 R I B
the other. ""t, watheet W doag h‘-{‘“t,_\'\cv{“ v owvvel ¢ g% ‘

8. Multinationals
Definition; It is a large scale, well established bu%gess with head quarter in one country and
and/or branches in different parts of the world,

operating through a network of production plaq uz,;h
el h;__.- re details in A2)
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1. MEASUREMENTS OF BUSINESS SIZE VIAtES B Chegsia
There are several ways to measure the size of the business: .
|. Number of Employees L\ Caplan Yo, ol e ol o
2. Revenue . o
3. Capital Employed \ e D Ve e

4. Market Share

5. Market Capitalization[ c:w..B for Public WL L ey AR 5 A ' by i
: - e s T Sl
L. Number of Employees

C e b
The higher the number of employees that greater the size of the business. This measure is usually J~
used for labor intensive industri

es such as agriculture. Example: GlaxoSmithKline has over
100,000 employees. :
_—

e ——

2. Revenue

--!'-3,:, business in a given time period. Higher the
ingssBxample: Exxon Mobil had sales turnover of

3. Capital employed o
This'is the difference between the assets g
long term finance invested in the busine
industries such as car manufacturing, Fg
billion making it the world’s largest réth

P liabilities. This shows the amount of
A usually used for capital intensive
@lmart’s capital employed was 203 1

4. Market Share E
This is the ratio between the sales Sf[f A SaleS industry. Higher the market share
the larger the bysi — etk e s S _

if the market ffi - : B rrnnl_lsl‘tadmg

Market Share % = _Z2TPray Sales
0 Total Market Sales x 100

5. Market Capitalization
It is regarded as the Total Value of the shares issued by the company,

Market Capitalization = Current share price x total number of sﬁa:es issued

This tends to show that hj gher the share price '
‘ » Breat
applicable on public limited companies, ; sreater will be the value of the company. Only

€ Way to measure wil|
the Industry and the anal

depend on several

(absolute or co ysis being drawn

Mmparative)
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2. SIGNIFICANCE OF SMALL BUSINESSES T
Definition. Small businesses are husinesses that usually have le less employees. BU“‘-'I[Md °"1a 4 :,:_(__5_
revenue, have less capital ‘employed and havea low T m'lrLcII share, There are several advaniaue, e .:'
and disadvantages of small businesses -
— o and disadvantage :\d small '. Dmadvamaie%
Acvaniapes . SOUCEs O ~ This leads o

1 f\ﬂ Cien 'l{_ ‘\
.}- 1. Create Jobs Small businesses collectively
use ~f I\Q Qi

o ¢
o ~d:-wis L market. brining prices down and prevent
53 Tzt smamt | formation of monopolies. Example: Air Line

Ruasaeatts al

employ a significant proportion of the working difficulty in expansion and reduces "hi;'h‘m"“
Gon to deploy technology and efficient production

population
| methods.

2_Create competition for larger firms, These

| businesses create competition within the

2. No/Few economics of scale: Since the
business i1s small 1t1s difficult for them o .

expand production and achieve lower unit cost.

" industry, where cost is reduced over the years | | |
| This increases the nsk of

Nao div ‘jcation:

Bty Asra due to the entry of several small airlines :
s hulery, % lure due to the greater risk ol negative
S N ‘}-" 3 Flexibility wi 1ing diti Srnajli sact of external change. Example: 11 the
A juct and handmade carpets and the product

Comtmwte Y+ | business operators have way more flexibility _‘.‘.I.‘-‘L:*

L Lt ~d
31—«;‘&31 mre
tar Ll 4=y

make swift, immediate and necessary chanae ;‘, out of 1..15hmn the business would be .
o

that are essential m dealing with shlfung

“-M -'-‘\“\:Lu'h_)}u = ;‘ﬁu‘__'L_Lu

"#r. 0y e Jsoumww..ik Wy, T tund *L'hul".r_

B Cotl oAt ¢ ) N Lo e = M

A bl Huafat\.b l

) 1) Mag- Gmeas Damnes ds ot Sgmei

e ) & e L i
9] e =4 ki k a e | {1’“‘\‘"“'_"“

A The  Yox e[S - II

| small businesses produce mnovatwe. T
| b 7y
' dynamic products adding the variety:t
} available in the market. Example inCit
| customized wall papers designers et

- *Hl"”‘.

Family Own St

; ‘ ._ A t_--:_ \ _.-_ . . J .l‘l I <.-.. % .__- A "_-. 3 3 .
Definition: A business that is owned and managed by the at least two mcmberg of the same

D mery
L-'BBQ\- Emllx "p\t\“\g ol e I SR Wesianeys 2y -
b Strengths I : Weaknesses \

| Knowledge: Passing on the accumulated 4f>l Succession: This often results when the \
knowledge helps to maintain the quality of the | newer generations are incompetent or a

products. difference of opinion rises among the members
2_More finance: Family members might be 2_Informality: Lack of formal business

willing to provide finance and expertise practices due the absence of check and balance.
3 _Commitment; Family members are more 3. Traditional: Family owned businesses
committed to the business which leads to follow their traditional methods of operations
members working for longer hours and at which might prove to be inefficient in the
lower rates than outsiders. dynamic and changing market conditions.
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3. INTERNAL GROVY
‘.* Definition: Ing s

emnal i i

fanches, seling fraﬁ';‘?::sl;rre?arde.d as the expansion of a business by means of opening new
) attracting investment from large busin i B

pr‘oducts' O consumers, finding new markers s o s e

Without Joning hands with \'

s, etc . This happens when the existing firm grows
any other finys an i i '
Coca-Cola, Innocent Smoo profits to achieve this. Example:
L i S

= d usually reinvests
thies, Subw -
_EP_@H_?JC- a‘&'&'_-?a--\i—__‘._t_:} :JH_L__:E = s ger Ao, emrcl,
=y W rmaly s L ry ¢ [+

Ad‘f'antag- ¢s of Internal Growth HQQ'\ ml..l lm---!ﬂ»l”k e (i bt (O Sl
deaniiﬁb"-";’f A R T hoH | Description:i; -, R TN
1. Power over suppliers and
| customers

-

|

S Lonsane ey -

LRI i 3
S SREL A
i YRR

T D G S Ty SE TG L et
. Lr 520y < Ll LURONE 0 8 e Yo T Y
When a business growsin size it

has more power over its suppliers
and customers which allows the
2. More customers

m 1o make more profits,
Since the business has more br

anches it can reach more customers lI
. which leads to more sales and higher potential for profits. !
E‘E‘fgﬁe business worth Ow_ners can own something worth more than the previous l\
L ob el anety business which helps them increase their wealth. |
VKb melegg S “Vw‘:\umoﬁu?,]
Note: Some businesses A

prefer to grow internallifis
lack of capital and prob

SIEe it avoid problems related to growth like
: lems with adjusting 1qy
suitable if the competit

bs. However, this method is slow and not
ors are expanding rap Cueduc.Tis \
o} AL -
DRaw: BAE]y | o
— . - 5 I.
*loke Bme bccuye 4te wieie

RSP VAN de e,y S W

":-ﬂum‘o.l PO e ‘E\ e oty ST
B ARt YCAvurien -

7—\ el sy W AL

ES U

Souang ‘ o{, %mﬁ.

Py B W,
leroe Sode Upesion
« e ot YOIU~ Lo oy B Suwsinen ok '-
9\3\}__ 'i“_,_%g_ 'L-R- 't\*(_ {‘f{':w!.iu-—- {t-l.'uh-, th"
T C oy rowd be S\

1§ feXedney proliyy
Q“l‘\‘:“-ﬂ-‘w\j:'-\.\f Lt“"LJ =%

s ““ \Lu:_ Dty

. - (L T, LT QRN L« Il.\-\'l.'t‘ .‘
(et ‘s b < : . .“-

Creel ':11 O '(_bun';"“’-'\_! . ‘:‘_?f \L‘L"k Bh\t \."— el f!.‘:?\.f_—l t'\‘."‘"\]é-—-
: S CRXE fng | e, by .

v i [ YRy B aK a A |

leod Ao dan 4 Y 3 ' i

. a - ‘ }
d‘\ULv‘y.‘({tc\'(luq Stecmay o

e Saiaey do
"\0\- J":VL k"\Mt‘..olr -

Aeewlin Mand s e
el € Sk dner ndugaly, e S5 RO N Con
u'\e's Eﬁh\ﬂ-‘&.ibn PYsteduiL) Ht.uwu.; ﬁ&\"‘,’j . h{ “1\’“{(1\\&'3&\ = kchh\‘h\'} H\.\_
“y 'D‘t‘bts_ev\amil_}. al Yol bw\“ Rtaaie S N Wer).
— R ﬂ\\ =\ dq_?e,“,}.\ O '\\'\k Mele ..-\
UK peny A
{“‘ Moo 1 \-\- wh s -‘.\m_-.--‘L‘ o>
r{:\lﬁ"‘u\k\ ‘\-\‘cﬂﬂ'r\:_"\ ‘"5 i\"-\twl
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= e 8 L - a
. _\L:\}?_‘ ,u"! ,:3: L‘m_‘h"__'_’] AS-Level - Business (#%49) - SECTION 1 - [Basiness and its Ex
D ¥bve u,
Wy TOPIC 4: BUSINESS OBJECTIVES ,

W retegned Qamiras ,
M '¢ 1, BUSINESS OBJECTIVES | PRIVATE SECTOR AND PUBLIC SECTOR
m.l..l_mD e E . me smA taroete thar ralsra ta s Rucirsce 2 5
efinition. Corporate objectives These are aims and targets that relate to the business as 2

h‘-‘-\-ﬂgl‘s Yo Calqn,s -— - . . ) ]
mteaal g e, whole They are usuallv set by the top management of the business and they provice the focus
c

or setting more detailed objecuves for the main functional acuvities of the business These
\ . - B - . - . - H | T % . By -
W i objectives should meet a SMART critenion (Specific, Measureable, Achievable, Realistic and

\*ecr 4o vn . Time Specific) B
c
b : . octi : : il
= eer . § 8¢ Definition | Depanmental Objectives: These zims and targets of the functional depariments of the
e 3, business. Example Marketing. HR. Finance etc
) g c..!Ifr._r.n.] Sy —
S el UV —
. T R T | ———— ey n WY — =
O i s Objective: * " -7 | Description - VeI IR = x
Lo Leael ko o | 1- Pl‘_Oﬁ_l This is when the businesses try to maximize the different between 115 cost
c":\‘&,"‘-:{' 5‘3;& - Maximization and revenues. They help i4e business zrow and persuade business cwners
v qar Lo - sels - i . . r
v 4 ‘-““'f"\%‘-qu.,.m_ - : : 10 1'35\.5 risks (= "a."'_‘-'l.f_%fi__;\ . Dt dersiar oo ..:':*“\ .
O Aoy | 2 Profit Satisficing | This is when the businessaitps to generate enough profit to keep
A yareqebad  shareholders happy T : fqr small businesses
| ot -~ - v R g - -y ~
) “akes o 3. Growth | This aims to maximiz&<Salesad value of cutput. This helps the firm eam

o ! | : _ =
L b Sy | economies of scale -t
| Comprmi ey T el I &
(LY AW 3 Ehaays ' =
- F"{‘rm;W.J.4' Increase Market | This is linked witk Eroaih. Howeser, it should be noted that an
> N Share | expanding businés€mye vea{Gwer market share because the market
fotiry, Prduth o | Is growing at

P Sumnen bes) 5. Survival ¢ = < el This is usual F&5S

1 ! o uom s . . el
 mecte b, Mot o At maiecat DUSINess aimyTeEs
Carrnl iy \\:

) | 5 T N — — . o
‘sl 0 X0, | & hlaxéhﬁbglge‘rx%n public limited companies the objective of the firm is to maximize the
- | Valuerre —< amm oo b meharapriceanddividends pajd. )

| - A B SR LN e N BN e e B N |

_','.'.-";l-_';‘- 1 *_'." ". "}':—.“..__' set " |"ﬂ’|, JAg th 3 -"I;I ~l't§;r'-' '“'-.-iu ‘:::';: flh&l'r

" ey el Y

-

| 7. Corporate SBip

| Responsibilify | stakenolders and not OnIv theit shireaolders when ot ng decisions.

8. Prpviding vy This 1s an objective set by public sector enterprises They aim to provide
Services q‘iww . | essential goods and services to the general masses at a subsidized rate.

Q, —Advantages and Disadvantages of setting objectives LR ety =%y x:l Pea (8]

D‘{nc.r;., o) .[ Advantages ! Disadvantages
SNy ong d,-:l 1. These specific organization objectives | 1. If the objectives are unrealistic they might |
Y 0y mﬁlfecom? part of senior level management demotivate the employees. ;
Strategies and set the context for |
divisional/departmental objectives and 2. If the objectives are not regularly updated !
effective plans of action can be developed. with the changes in the external environment |

they might not provide focus.
2. Ensures that the business is focused and
does not drift clear corporate objectives given | 3. It they are not communicated properly to the |
such as growth, profit/sales maximization. workforce they might be ineffective.
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s oand ity Em‘irlmmcnl]

[ 3. Present a clear set of guidelines and W B - by sl Vatth & i
parameters for middle, junior management ™ \ F by
1 AT - - r )
actions and strategies. Hepy v Se Miney Betabvntded 0' y 1‘_ Tah el B A
Wl ‘\r.u'lutﬁ . Prenay \-:c‘_\-_'u ™ PLrhoreeng,
Cwrmd  d - [ .

4 thom)use clear col"porat!- ob_l,cg;‘msﬂ . P lu Ve v LG o Moo b ,‘\1} y
business can drift and cease 10 compéte and T perlomentl W ek gy % 5
flourish!” \”’N' wea hol Cehieny ke’
5. Giv¢/meaning and purposc l‘c}rf'all engaged in \
_the bufsiness. 4

(o vpemyry Seuek Wipoasn il \ A Dl ol

]
" b"}l.l‘\'qﬁfl q'-.-\ /
CSR as a business objective L) ar U Pepler €0 o Qar PT)
Definition | CSR: These businesses consider t‘.hat consider the interests of their stakeholders and
not only their shareholders when taking decisions. {_®ue P

\- m’-u.ﬁ.\'] .
Advantaggs R

Disadvantages '
1._Worker Loyalty: Practices like paying

ow Profits; Environmental
higher wages, improving working conditions, J“ ; cndly pmdu:.uon methods are costly nnd
tmwm@ cutting waste and{g r
pollution, support worker security which

motivates employees to work harder and b‘}fi_ﬁ
creates loyalty.

'~ High Cost —

—

Scs on thcse higher pnces lo their

u’L'im. ers, resulting in low sales and hence
: -J- l'OfllS ey 1 P 1all et tq""\\\d’_ Wi, t‘.lu Ay

2. Avoid Govt, Fines; Belter waste
management and less polluting method
reduce the cost of the f irm by avoidin

; L. Ly ('t i gng Oy I R S )]
P OGN\ Redund . Environmental {riendly

e i ght lcad 10 jobs lost in the
gBince these production methods are <
73 deploy the firm might be
sahcut down costs my making labor
redund&RémBiis will lead Lo unemployment in
the economy and can generate a reacuon from

ithk | M

SR d- S A DR E=
customers and stakeholders. Due to the ' . The firm might lose
growing trend and awareness in the world for | its market share since high costs opens up
environmental preservation the businesses can

opportunities for competitors to grab a hold of
ride the curve and create a point of ‘ the market share. The company might not be
differentiation by adopting green policies. able to recover the lost market share and might
Example includes: Nike a sportswear brand. have to spend millions on marketing to gain it
Nike has been working toward inventing back.

closed-loop products; moving to 100%
renewable energy; pioneering a manufacturing

usto e a uct; In
revolution that puts workers' voices at the developing countries where law and order is
heart of the business model; and fostering a weak and customers are not concerned about
diverse workplace and an inclusive culture that | the environmental producing in the greenest
unlcashes innovation,

possible way will add to no increase in revenue

and will only result in high costs leading to
lower profits,
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Sy benehaty - VT cornpent Q'?
g s h) e 7 “ sl O
EToyees. CSR helps 0 > g, "y Yo YT
4. Altrac d Lo hecomC  hareiacny War VL
attract good emplnyces Duc lo Increase vacktnedA ‘Qﬁj ‘“"::_'L:. - (eady ta Souin tott-om
. | L=
awarcness, employees also preler W orking [or \“""“1 \ e LA of clifviat .| wetlaq ¢
firms that have better cthical and fees wmelraedd ! .t-
. avi {5 can nol ng,luuq 3rtmmo el
environmental standards. Having this ¢ -—eJ-'j. .
only help the company attract the best talent yRemli g fintoue s eflieod "*um-n;t\:s w:*—- L ed(ati,,
but also motivates the employees [0 work more ‘u\ru_ unndpw dEEANAY T s "":':'“"’ l :' ‘(m' ) G“r"‘.‘rf
LV} YT B L T
efficiently, since they will feel more productive |enad adepliy 0 “1‘“ Ty Wy W“—ruf"—rl‘t,“‘}wr
working for a company that reflect theirown | WAtk WAl WmaRt Ung bud ekl o i
personal values, aveso s - —
actics
Relationship between mission sl’ltcmcnt. ohwctwes. str'ltegv and :.: LTI ]
b 7 - by ok :1 .r‘- n t Llﬂllh X Rk ] '.'"'1 Her 1
Definitions#i-* |2 ‘Description!* T T s et WA Serriehe
issi ent of the ¢
1. Mission It sets out the overall purpose of 2 business. A written statim mmenfﬁ% |
Statement almsfvalg_e_sfwrposembjecm es,of a business. The aim to the :i e ‘
| W63 Lo Whecnat| motivate employees s and simulate interest by outside groups. oW g |
tad txrermed should be noted that mission.gtgtements are often written in very gencra !
] tcmal and external stakeholders as 10 have

Steluradery | vague terms in order to '1,?'-'-

e

ften long and aspirational and have little

operational value.
2. Objective It is a target that is meas j_;

3. Strategy It is a long-term plan ta

4. Tactics ' su-| They are short-term q-\cr

By mudelle or Lawar | strategy.
-—-..-.-_.Sqﬁud.\ -

iven timescale.

#ective of a business.
Moined to needed to implement the

L

Ciisthmer centric company in the world.
pmgespending and increasing 10%
Af their strategy uould be to deploy

: ppliers and

recruit an -r-_-'-u
oA

Stages in business decision making L) G'?-Y_B'l Hﬁa_ﬂa (:LF_HP_\q M&‘f megt?j

[1. Setting Objectives: Helps to set realistic targets }
[ 2. Gathering information: Analyze the situation a:-rrc:und the business |
[ 3. Selecting a svitable strategy: On the analysis ;elect the best strategy |
ﬁ. Implementing the strategy: Implement the strategy using various tactics. : “1
| 5. Reviewing: Check if you achieved the targetstnd should vou make changes or not. I

'I-‘.E';—l wecley ! PLN'\I-,J ShreXcmos  —S B C\*L\J\S\‘J“\ mmax_} WS MLLS\ -
wildg, & Problem 1S "d“:‘l‘%ml- and T (ombBiema 1§ aQr sl = furma
haa e  tEY PP ’\'W‘ e Ben| LA AN 'g e h= TV
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| Reason®’

T O T N P T T L T T T e T R T TR g T g i e Y [Ny i
: ‘L.h‘-1.f-_é-in'-}hnﬂtrl[ltiﬂﬂis‘;-ﬂ'-ﬁr, (NI ,"r L R Y OB R o, EBR F A1 T P

1. The stage of the

" . N . - . . I |
If the business is starting the objective would be survival since the .

business Ciakurnat] | entrepreneur lacks knowledge of the market and the brand name is not well |

established. Once the business is well established the owners might shift
the objective o profit maximization and growih

2. The external
environment
[ -S)..n\- -lnu-& v

-1"1} L\Dm'(.t‘u_l\-hn,
‘l-\\ﬁ Tﬁ{h A N

x )
Cap

E-B,'h-._..

Changes in the external environment can lead the business to modif? is l
objectives. Factors like govt. consumer protection and labor protection

laws are tightened in the country forcing the business to reduce prices npd
pay higher wages. This would shift the objective from profit maximization |
to profit satisficing or social responsibility. Another factor can be _ _
competition, If the competition in high in the market the bu_smess mlv{._ghlt be |
forced 1o spend on advertising which reduces the profitability and shifting |
the objective from profit maximization to survival, |

3. Financial
Resources

Ciateenar] .

The financial resources of the firm can dictate it objectives. Example: If the \

company was perusing a CSR as an objective however due 1o poor research ]i
and development the com;"

Communication of Objectives

i lost a lot of funds, it might be forced to \
leave CSR and change it@6B{€xtive to survival just to stay in business. |

o bt b
v TR RPN TR A T W E TR TN R T, i n e L oo Ty PP T TR AT LA T T S T T T T T A
Methodi =555 2% Deserip tions iR R a A A A N A P 2|

1. State of nation’

address by CEO and/or | address th

[ier a large number of employees and |
Mhws workers to be exactly clear 1]1

meeting/briefin

3. Training a
development days

senior managers about thes' nsive to collect workers specially '|
if itis a lgt l
2. Team This is Wk
all

ows obje

{ "l'.'ll.‘i..,..'..' firtlL) 11, S ASOR LA DR ‘;;'4._1
isedh DT oA e ph it el bR (3 i @v recruits

can understand the objectives of the organization however

existing
employees don’t benefit from it.

4. Digital This allows every worker to access the website and objectives can be
platforms/company explained in detail using videos and diagrams however not all
website

companies have that hence its usage is limited.

letter or email

5. Private commination, | This ensures that every workers understands the message perfectly

however it might cost the company a lot and not effective against a
large workforce.

6. Internal
advertisements

This can be done by putting posters on notice boards so that workers
passing through could see it. However some workers do not pay
attention to the notice board hence they might ignore the message.
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S TOPICS: Q74 v
y = STAKEHOLDERS IN A BUSINESS

1.
BUSINESg STAKEHOLDERS

Definiy

B ak . e
influenced by thehact(‘i 13: These are individuals or group of individuals who influence and are
from within the pygi e e e Dusiness. They can be internal stakeholders which operate

_mgxigy_[is usiness (Example: Owners and workers) and external stakeholders these are
(Example:

t i : X e —
ﬂmﬂuenﬁe_ﬁQrﬂ_ﬂutmd& the business but are affected by its performance

consumers, regulators, investors, suppliers).

R
Shareholder Approach vs. Stakeholder Approach 1*.1
This ai Shareholder Approach takehold ac \
> AIMS 10 just rewarding the owner. They The view that businesses and their managers |
will Perfol_‘m action like paying wages, taxes, have responsibilities to a wide range of groups, |
etc. but will not go beyond to benefit the not just shareholders. \
L Society, ?& \

iBombine the factors of production to start a
THEA want the image of their company to be
WhvaSome of the owners are also concerned

Owners/shareholders: Owners are individj w
business. They are risk bearers and profit s¢ .'.,J.
enhanted and increase the share price of tigjne
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AS-Level — Business (9609) - SECTION 1 — [Business

ntmansiblhueslrrot il '
‘| necessarily tegally blndmg} ‘_

and its Environmeny)

o

allowed ta jain a trade union
i desired

onduct

. - lorgoods
] Customers ®  purchase goods and services w loreceive goods and "“”"d'.“ " L°a2;:f§,":~:e2?zuwia
® provide revenue Irom sales, that meet local laws regarding when requested
J which allows the business to health and safety, design, tto steal Uveey weey, 0o T]
{ function and expand performance and so on L e 3 rAﬂb e
I # tobe offered replacements, u notto make false clalms abou
I repalrs, compensation in the poar service, underperforming
r avent of failure of the product goods or failed items
! or service - Lo atleast the
’ minimum levels lald down
i by law
! Suppliers " | & "siipply goods and servicesto’: | w' to ba paid on time-aslaidi - | w tosupply goods and services
'Crrowiden ey, [ 8llow the businessto offerits | down eitherby aworby the . | ordered by the business in
| whekm gt 1 prnducutnlr. own mslumers - service agreement agreed . ~ thatme and condition as
i REE S kol Sl - betweenthe business and " " laid down by the purchase
i hc“""-f‘.:-f:.‘fd T a i A suppliers -, - .. contractar .-.upplhr s service |
S L : fm -u:heireatedhirtynyﬁ\e ‘agreements ' 1
ik o '}, - purchasing business, e.g.not !
' {_fwh"\‘—.ﬁb. o _ tohave lower prices forced on 'lJ @“"J"xa SL“’"‘”"'I be |
s b . thembyamuch largerand mare | iy (o l
} < L .. pawerful customer business: R U oo |
H 1
%Empfwers ®  provide manual and other w [obe treated within the = tobehonest |
; labour services to the minimum limits as established | g to meet the conditions i
' | business, in accordance with by national law, &.g. minimum and requirements of the '
f employment contract, ta wage rate employment contract
i allow goods and servicestobe | 4 1o be treated and paid in n tocooperate with management
' provided to customers the ways described in the _inall reasonable requests !
| employment contract = o observe the ethical code ol
F w in most countries, to be

|
i
|
|
E

i

cammunity ]

- pl:mlde Ioca[mlc:s and -
; mframucmrtwﬂ':e buslneu =ik
ito allow it tqoperal'l prodm
and se!l wllhln lcg;l. !frnlu.

“tobe mnwlted about malnr '
_u. chinges that affect it, g
i "txplmrbnplmmchanglng
- methodsof productlon . .
" notto hauﬂ‘recnmmunity‘!»
+.1” lives badly affecred bytht '
buﬂnuuactmﬁu

10 cooperate with the business, \
' whate reasonableto do sg, on

| expansion and other plans -
.o meet reasonable requests

. from business for [ocal services
T such as publfc transport (eg.to
', " allow stafl to get tuworl-d and
'mst! dlspmal‘

\%
|

N~

Government

pass laws that restrain many
aspects of business activity
provide law and order to
allow legal business activity to
take place

achieve economic stabifity to
encourage business activity

3

businesses have the dub,- to”
government to meet all legal
constraints, such as producing
only legal goods, and to pay
taxes on time

to establish good trading links
with other countries to allow
international trade

® totreatb " P
usinesses equally |
under the law 1?‘5""‘ o
* ‘o prevent unfair competition _; fare
thatcould damage business Lo
survival chances |
"

A

|
|
5

Lendmx g

' 'E'pmvidellnanc_ato!he'bus}nm..

3 )

t:‘ i:bhmepabdunthq igreed dm
ta be pald I'fnlncer.hargn. l.;
K A -. Intertst.on Iﬂm

u» pmvldeagrhd amountof

_ financaon agreed date for lht:.'-_
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L ?’-(7 AS-Level — Business {9609) SE?{',T!O‘Q i [Busmus and its Emlrrﬂmtm[ _
. 3 H:.:N-'.f J_n.."." ) A B
g{‘mﬁltt of Objectives i e
onflict s 2 ais b D ST Do T A oy A "..
1. Investor vs, Employees

Investors want to reduce costs to increase proms but ﬂ'.:s may

5 lead to fewer or lay pay increase for emplovees.
- Customer vs. Community | To provide customers cheaper products the business may
’ relocate to cheaper production facilities overseas which might
- cause unemployment in the local area.
. 3. Government vs. Customers | If the government wants more environmental friendly products
the business may change its production system leading to higher
costs and higher prices for customers.
Impact of business decisions/actions on stakeholders [_S ™My |
=L by, H I Possible impacton - [ Possible |mpattonloﬂl | Possible impact on
N %‘h( .y | employees : | community - | Customers _ -
3oy Ay wbu. Expansion of the ymnrewb and career ! /ﬁlomlnbs forlocal | 8 tetter service prowded
S 4L 1 business by building a opportunities 1 residents and increased | by brgger Dusiness wh
o %- disruption during building spending in other local | more st
Tvaluga v 4 j{ and more complex lines businesses | ® larger business could be
":‘l"l'f_ by ¥ 'i afl communication after ;\ disruption caused by ?\ less personal ana thersfors
L expansion increased traffic 2nd loss of offer infericr customer
Uil ¢ K]:(H‘LL) edo '1
green fields for amenity use service
‘ ‘rakeo'rerohcnmpetlng - helarfer bu:!nmma’y | - lf the business :zpamdsm w the larger bysiness may |
firm {hunmnhl. %y . bemaore secureand’;: " the existing site, Tauliou ' /btref't‘rum t-::::mm_ﬂ_of 1
3 . offer argerpmmnﬁm ; f.\_.raunc[-gunmnmu . scale mgt;g gn:
‘npporu.mltiu: oy 7. mightlotredse” ™ Ny .j‘“—'— lower prices - \
e ratlonatisaton rnqy octur ;. & ratlonalisation of dupﬁaued ‘® recduced :crr:atc“m c:u&d
ta m}dwt&nndm ?(_oﬂtmufhctmﬁmi’ﬂal' S £ ‘J\hmtbem‘.t effect~ |
-mt:-lahsmtg!f\:btlut - luc@hqsgmechgnu:nd - less customer choice m-;'.-:t
sy B U R ey s joblossess . - i She s s resultier Righer pricas -
Significant application m tralning and promation = local businesses providing m more efficient and flauble
of 1T into production \—apportunlities might be ~1T services could benefit sroduction methods might |
methods | offered fromincreased orders improve quality and offer |
{ m feweruntrained staff will ® specialist workers may more product variety !
| "« berequired and those K notbe available locally, so IT reliability prebiems !
E unable to learn new skills more commuting by staftin | _\could cause supply delays |
| |  maybe made redundant cars might be necessary |
]
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