Boost your performance and confidence
F E with these topic-based exam questions
Practice questions created by actual

examiners and assessment experts

Exam Papers Practice Detailed mark schemes

Suitable for all boards

Designed to test your ability and
thoroughly prepare you

1.3 Business Objectives

€

©

HL IB Business Management

Revision Notes

www.exampaperspractice.co.uk



Fa]

Exam Papers Practice

Aims, Objectives, Strategies & Tactics ,

Yournotes
Anintroductionto Business Aims & Objectives

= Aims and objectives serve as aguide forthe businesses'overall strategyand direction, helping to
focus efforts and resources toward acommon purpose
= Business aims are the long-termaspirations of anorganisation
= Business objectives are specific, measurable,achievable,relevant,and time-bound targets
(SMART targets)that must be achieved to realise those aspirations

= Aims and objectives alignthe efforts of allemployees towards acommonvisionand ensure that
everyoneis workingtowards the same goals

= Theyare critical forbusinesses to functioneffectively and achieve long-termsuccess
= E.g.Abusiness aimmaybe to become the marketleaderinaparticularindustry
= The correspondingobjectives mayinclude increasing sales by 25% overthe next three

years,improving customersatisfactionby15%, and expandinginto new geographic markets

= Thereis ahierarchyof objectives whichcascade downwards

For more help visit our website www.exampaperspractice.co.uk
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AIMS

STRATEGIC
OBJECTIVES

TACTICAL
OBJUECTIVES

OPERATIONAL
OBJECTIVES

The hierarchy of business objectives

= Abusinesses strategic objectives are determined byits overall aim
= Strategic objectives thendetermine tactical and operational objectives which detail the
achievable goals abusiness and its functions want to achieve overaspecified period of time

AnExample of the Hierarchy for anindependent Coffee Shop Chain

Component Explanation Example
Aim = What the business is looking to achievein To be the mostsuccessful
thelongterm? independent coffee shop chain

inthe country
= Usuallydetermined byseniorexecutives

For more help visit our website www.exampaperspractice.co.uk
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= Oftenthe same as the overallmissionor
visionand describes the businesses
reasonforbeing

Strategic
Objective

= The specific performance goals setby
seniormanagement forthe business to
achieve overtime

= Derived fromthe firm’s overallaimand
missionstatement

= Strategic objectives mayfocuson
achievingspecified levels of market share,
profit,sales growthornew product/market
development

To have the highest market share
ofindependentcoffee shopsin
the country

TacticalObjective

= Objectives set bymiddle managers
intended to direct the targets setbythe
functional areas theyoversee

To hire, train and retain sufficient
members to ensure prompt,
knowledgeable and engaging
customerserviceinallcoffee
shops

Operational
Objective

= Thedayto day goals ortargets of
functions ordepartments withinthe
business,derived fromstrategic and
tacticalobjectives

= Tacticalobjectives must be carefully
aligned across functions so that all parts
ofthe business are workingtowards the
shared goal

To reduce average queue times
to less than2minutes per
customerinallcoffee shops
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Vision Statement & Mission Statement

= Amissionstatement outlines the fundamental purpose and reasonforanorganisation's
existence
= |tdescribes whatthe companydoes,whoitserves,and howitprovides value to its
customers orstakeholders

= Avisionstatement articulates the long-termaspirations and future goals of the business

A Comparisonof Mission Statements and Vision Statements

Mission Statements Vision Statements

= Explainthe present overallpurpose ofthe | = Setsoutwhatthe business wants to

business achieveinthe future
= Forexample,itmayreferto the waythe = These statements are likelyto be
business conductsits operations or expressed inaspirational terms
how it currently meets the needs of and ofteninclude the emotional
customers and otherstakeholders feelingthat people should feel about

theircompany
= Missionstatements mayneed to change

over time as market conditions develop = Theyareintended to inspire and motivate
and allow stakeholders to understand
= |KEA's current missionstatementis 'To where the business is heading
offerawiderange of well-designed,
functionalhome furnishing products at = Visionstatementsrarely change
prices so low that as manypeople as
possible willbe able to afford them.’ = Audi'slong-termyvisionstatementis 'To be

the brand with the greatest appeal,
fascinatingcustomer-relevantinnovations
and breathtakingdesign.'
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o) ExamTip

Vision statements and missionstatements are oftendismissed as marketingtactics that say
little about the real-world impact of abusiness.

Increasingly, though, brands are reporting on the progress theyare making towards fulfilling their
missionand acknowledging where changes in the external environment require adjustments to
be made.Agood example of thisis provided byHonest Teawhose 2020 Mission Report explains
the challenges the business faced during the pandemic and the necessarychanges to its overall
missionoverthe followingyears.
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Anintroductionto Common Business Objectives

= The mosteffective objectives are clearly stated and allow progress to be assessed
= Thesetypes of objectives canbe summarised using the acronym SMART

SMART Objectives

= Strategic, tactical and operational objectives should be
= Specific -what exactlythe business is measuring, such as the value of sales orsales volume
= Measurable - aquantifiable success measure,suchas apercentage increase
= Agreed -the objective is shared withworkers and perhaps mutually agreed
= Realistic - whilst ambitious,itis capable of being achieved innormal circumstances
= Time-bound -adate ortime bywhichthe objective should be achieved

INCREASE THE VOLUME OF ANNUAL SUBSCRIPTION
RENEWALS BY 12Z DURING Q3 2023

Anexample of a SMART tactical objective

= Onceobjectives have beendetermined leaders develop strategies whichplanhow they are to

be achieved
= Strategies are medium-to long-termplans which should be monitored carefullyand

reviewed if necessary

= Effective strategies take into account the businesses positioninthe market as well as external
factors that mayaffecttheirchances of success

COMMON STRATEGIC
BUSINESS OBJECTIVES

&
& 3 3 b b

PROFIT SHAREHOLDER |[ETHICS & SOCIAL
GROWTH MAXIMISATION VALUE RESPONSIBILITY

SURVIVAL
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Strategic Objective Explanation
Profit Maximisation = Most firms have the rational strategic objective of profit

maximisation
= Profit=TotalRevenue (TR)-Total Costs(TC)
= To maximise profits, firms caneitherincrease their sales revenue
ordecrease theircosts
= Firms continuouslyanalyse theircosts to seeif theycan
reduce themso that profit canbe maximised

Growth = Some firms have the strategic objective of growth

= Firms witha growth objective oftenfocus onincreasingtheirsales
revenue ormarket share

= Firms will also maximise revenueinorderto increase output and
benefitfromeconomies of scale

= Agrowing firmis less likely to fail

Ethics & Social = Anincreasingnumberof firms are launching with ethical orsocially

Responsibility responsible objectives

= These typicallyinclude afocus onclimate action &
addressing poverty orinequality

= Theystillrequire profit to survive, but willacceptless thanif they
were pro fit maximising as long as they are meeting theirsocial
objective

Survival
= Challengingmarket conditions ordifficult periods of change or
crisis canrequire afocus onkeepingthe business going

= Survivalis also acommonstrategic objective fornew business
start-ups and careful cash-flow managementis likely to be atits
core

= Therecentpandemic required manybusinesses to adoptashort-
term survival objective with many taking advantage of government
support to enable themto continue tradingand recover

For more help visit our website www.exampaperspractice.co.uk



Protecting shareholder
value

=

Exam Papers Practice

= Acommonobjective forpublic limited companies where the
value of shares and dividends payable to shareholders are
important metrics

= Strategic objectives mayseekto protectshareholdervalue

above allelse

= Havingthis objective willhelp to encourage new investors and

satisfyexisting shareholders

For more help visit our website www.exampaperspractice.co.uk
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Changing Objectivesin a Dynamic Environment

= Businesses operateinadynamic (constantly changing) environment which maycause the
business to pivotbetweendifferentobjectives
= Business objectives are ofteninfluenced byvarious internaland externalfactors

= Thesechanges are oftennecessaryto ensure that the business remains competitive,
profitable, and compliant withregulations

Factors WhichCause Business Objectives to Evolve

Factor

Explanation

Example

I 2009090909090

Market conditions

Market conditions such as
competition,demand, and
changing consumer price
sensitivitycan have a significant
impactonabusiness's aims and
objectives

Uberand Lyft were initially focused
oncapturing the largest share of the
ride-hailing market (market share)

As competitionintensified, both
companies shifted their focus to
profitability,and theirobjectives
changed accordingly(profit
maximisation)

Technology = Abusiness mayshiftits focus Amazonbeganas anonline
fromtraditional brick-and-mortar bookstore, butas technology
retailto online retail as advanced,itexpandedinto awide
technology allows foramore range of retail categories such as
cost-effective way to reach electronics, clothingand groceries
customers

Theirobjective changed from
increasing market share to market
development

Performance = |fabusinessisnotmeetingits In2018 Ford announced that it was

sales goalsinonarea,it may
changeits objectives to tryan
improve its financial
performance

shiftingits focus away from
producing passenger cars and
focusingmore on SUVs and trucks

The move was driven by the
company's poorfinancial

For more help visit our website www.exampaperspractice.co.uk
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Insome cases this mayinvolve
retrenchment (movingout of
existing markets)

performance and the new objectives
were aimed atimproving sales and
profitability

Legislation

Acompanymayneed to shiftits
focus to complywithnew
regulations orcapitalise onnew
opportunities created by
changes inlegislation

With the passage of the Affordable
Care Actinthe USAin 2014,
healthcare providers had to adjust
theiraims and objectives to comply
with new regulations and take
advantage of new opportunities
created bythe law

Ethics & Social
Change

Overtime attitudes towards
socialissues and whatis
considered to be right and wrong
develop and mayforce abusiness
to changeits objectives

Itis almostunbelievable that until the
1950s tobacco companies
marketing objectives included
promoting health-giving effects of
smoking and increasing sales to
young people

By 2023 British American Tobacco
(BAT) had changed its sales objective
'To have 50 millionconsumers of our
non-combustible products by2030'

Internalreasons

Factors suchas changesin
management orthe company
culture canalso influence a
business's aims and objectives

Innovationoradvancesin
processes might meanthatmore
ambitious objectives maybe set

In2014 Microsoft appointed Satya
Nadellaas the company's CEO
= He shifted the company's focus
fromsoftware to cloud
services and the company's
objectives changed accordingly

For more help visit our website www.exampaperspractice.co.uk
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Yournotes

Anintroductionto Corporate Social Responsibility

= Corporate SocialResponsibility (CSR)refers to the conceptthat businesses have a
responsibilityto considerand positivelyimpactsocietybeyond their economic interests

= |tis aframework through whichcompanies voluntarily integrate socialand environmental
concerns into theirbusiness operations and interactions with stakeholders

w©p
LONG TERM EMPLOYEES q@

ETHICS

CORPORATE
SOCIAL
RESPONSIBILITY

LTI o

RESOURCES
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) ;; 2 3550
SUSTAINABILITY RESPONSIBILITY

Corporate social responsibility goals can be focussed on a range of different stakeholders

= CSRinvolves takinginto account theimpact of business activities onvarious stakeholders,
includingemployees, customers,communities, the environment,and societyatlarge

= CSRgoesbeyondlegalcompliance and strives forcompanies to activelycontribute to
sustainable development and societal well-being

Examples of Socially Responsible Activities

For more help visit our website www.exampaperspractice.co.uk
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Example

Sustainable sourcing of raw
materials and components

High streetretailer H&Mhas agoalof usingonlyrecycled or
sustainably sourced materials by 2030

It also publishes alist of the majority of their supplier’s
informationwhichis updated regularly, allowing stakeholders to
verifyand hold the companyresponsible fortheirsuppliers’
conduct

Responsible marketing

Marks and Spencerensures that it neveractively directs any
marketing communications to childrenunder the age of 12 and
doesnotdirectlyadvertise anyproducts highinfat, sugarorsalt
to childrenunderthe age of eighteen

Protecting the environment

Cafe chain Prét a Mangeroffers discounts to customers who
bring theirowncoffee cup,reducing the numberof single-use
plastic containers itdispenses

Responsible customer
service

John Lewis'sfamous 'NeverKnowinglyUndersold'sloganrefers to
the company's commitment to checkingcompetitor prices
regularly to ensure that the price its customers payis the lowest
available inthelocal area at that time

For more help visit our website www.exampaperspractice.co.uk
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Ethics and CSR

= Ethicsrelates to therights orwrongs of making a strategic decisionthat are beyond legal
requirements and inaccordance withabusinesses corporate socialresponsibility principles

= Some ethicalbusinesses adoptanethicalcode of practice whichinforms decision-makingand
maysetouthow they:

Behave responsiblywithregards to the environment (forexample,usingrecycled materials in
packaging)

Avoid negative impacts onanimals (e.g animal testing)

Adopt fair working practices (e.g.payingareal livingwage)

Implementrobust and equitable supply chains (e.g.using sustainably-sourced raw materials
inproduction)

Takes steps to eliminate corruption(e.g.ensuring appropriate taxis paid inthe countries in
which the business operates)

Avoids controversialproducts ortake steps to minimise theirimpactoraccess to them
(e.g.havingstrict verificationprocedures inplace priorto cosmetic surgery procedures
being carried out)

Ceases trading with questionable suppliers orcustomers (e.g.cancellinga supplycontract
with a supplierthat uses child labour)

= [tisnowcommon practice forlarge companies to publishannual Corporate Responsibility
Reports whichprovide anaudit of the steps being takento meet theircommitments to arange
of stakeholders alongside annual financial reports

= Extracostsareinvolvedinoperatinginasociallyresponsible wayand these costs are usually
passed onto consumers

For more help visit our website www.exampaperspractice.co.uk

Page 13

4

Yournotes



F/E Page 14

Exam Papers Practice

Reasons for Implementing CSR /

= Business setethicalorsociallyresponsible objectives forarange of sound commercialreasons Yournotes

Business Reasons for Implementing CSR

Improved Reputation = CSRcanenhance the businessimage and reputation and
improve its attractionto many stakeholders
= Operatinginasociallyresponsible wayis likely to be
attractive to bothexistingand potentialcustomers
= |tshouldlead to positive mediacoverage
= The business maybe able to retainand attract quality
workers to filljobroles
= |tmaybelooked uponfavourablybyinvestors, especially
those that preferethicalinvestment

Added Value = CSRcanbeveryprofitable as itadds value

= Incompetitive markets CSR canprovide adifferentiating
USP that maymean the business canuse premiumpricing

= Eg.Tony's Chocolate's,whose missionis to be
commerciallysuccessful whilst beingcommitted to using
cocoaonlyfromslavery-free sources,is able to charge
around 200% more forits products thanits mass market

rivals
Employee Morale & = CSRmayimprove employee motivationand productivity
Motivation = Workers are more likelyto feelconnected to abusiness that

'does the right thing' and maybe more inclined to work hard
to ensure that the businessisasuccess

= Employees are also less likely to leave the business ortake
time off work

For more help visit our website www.exampaperspractice.co.uk
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= CSRmayhelpto solve socialproblems e.g.resource depletion

Businesses thatadopt CSR objectives are likelyto
understand thattheycanplayakeyrole insolvingsome of
the emerging social, ethical and environmental problems
faced by communities around the world

E.g.businesses thatlook to minimise the use of fossil fuelsin
productionprocesses willbe making asmall contributionto
global efforts to combat climate change

For more help visit our website www.exampaperspractice.co.uk
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The Impact of Implementing CSR

= Businessesthatchooseto adoptethical principles usuallyattractlong-termloyalty from
employees and customers and may find that theirapproach provides auseful competitive
advantage

= Theyare also likelyto receive the support of the localcommunity and local
government especiallyif theyshare theiraims

= Suppliers and competitors of ethicalbusinesses oftenchange theirapproachto ensure that
theydo notlose salesto more ethicalrivals

= Takinganethicalapproachcosts more and may reduce the overalllevel of profits if the
businessis notable to raise theirprices to compensate

= Japanese fashionretailer Uniglo has tried to move towards aneco-friendly strategyinrecent
years,focusingontechnologies that make the productionof new clothingfromrecycled
materials possible
= The business has invested significant sums in energy-efficient production facilities and
now supports the campaign to safeguard the islands and coastalregions of Japan’s
threatened Seto Inland Sea

O ExamTip

Some large businesses have beenaccused of greenwashing, where significant efforts are made
to create the impressionthatits is environmentally friendlywhen,infact,itis not.

Greenwashingmayinvolve

= Making broad sustainability claims without evidence.

= QOverstating positive environmental effects inmarketing materials.

= Advertising products as eco-friendlywhilst but sourcingraw materials fromunsustainable
suppliers

= |n2015,Volkswagenadmitted to cheatingemissiontests bymakingits diesel cars appearfar
less polluting than theyreally were whilst promoting them as environmentally friendlyinits
marketing campaigns
= Thisled to Volkswagenfacingseverallawsuits and fines totalling billions of dollars and
long-termdamage to its previously excellent reputation forqualityand dependability
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