News Letter – 3 A2 Business Studies – Unit 6 (Objectives) ( 6.1)
The news

UIW) today announced its acquisition of Indair Carriers Ltd, ranked by IATA (International Air Transport Association) in terms of revenues generated as the largest airfreight export forwarding company in India. 

"Combined with UTi India, which has grown to be the fourth largest IATA-ranked airfreight operator in India with a network of 12 offices throughout the country, we now offer the most comprehensive air cargo export business in this emerging market," said Alan Draper, executive vice president of UTi Worldwide and president of the Asia Pacific region. "Through the greater scale this acquisition provides, as well as the added expertise of Indair's Managing Director Virender Khosla and Director Ravinder Katyal, we expect to be significantly better positioned to negotiate premium lift, transit times, rates and group benefits for our client base in the India subcontinent. Additionally, Indair's impressive client base will now have seamless access to UTi Worldwide's global network of air and ocean freight forwarding, contract logistics, customs brokerage and other logistics-related services." 

About UTi Worldwide 

UTi Worldwide Inc. is an international, non-asset based supply chain management company providing air and ocean freight forwarding, contract logistics, customs brokerage and other logistics-related services. The company serves a large and diverse base of global and local companies, including customers operating in industries with unique supply chain requirements such as the pharmaceutical, apparel, chemical, automotive and technology industries. 

The theory

Objectives are part of all enterprises. Normally, they are broken down into aims and goals. Aims are normally the long-term ambitions of the company and might appear in the form of a Mission Statement. Goals or objectives are more focused on short to medium term targets. Normally, they are more specific and can be measured against an agreed level of achievement.

A clear set of corporate objectives should:

· produce a roadmap against which employees can plan the direction they will take when encountering certain situations

· give a sense of coherence to the organisation

· allow for a base line from which efficiency and performance levels can be measured

· increase employee involvement, awareness and motivation

· allow management to allocate their time effectively as they can see what requires their attention and when

· allow effective information flows to all stakeholders

· allow for reviews to be enacted and relevant action taken

Most theorists believe that good objectives should fit the SMART model. That is they should be:

Specific

Measurable

Attainable

Realistic

Timed

Then they will be a constructive part of the tolls of management.

Topic of the Week

Corporate Objectives

Most businesses operate with similar broad types of objectives, though each will have its own individual differences. Let’s examine the broad areas in which objectives appear.

Fundamentals – this centres on survival and the need to plan for most possible outcomes and what will be the reaction if and when they arise.

Money of financial – obviously making a profit features quite highly in this category. But over certain periods of time profit levels may differ and for good reasons. Also, profits are influenced by corporate culture, the economic environment, the type of market in which the business operates and other external factors.

Building or growing the business – once again much will depend on what the managers or owners consider to be their numerical targets but most concerns know by how much they would like to grow each year. The impact of both internal and external events can then be measured against what was hoped for and what actually happened.

Image or reputation – firms like to be seen by both internal and external stakeholders as being well behaved against certain criteria. So, ethical behaviour, corporate responsibility and many others all feed into the image-making process. It should customer loyalty and employee retention.

Stakeholder expectations – these vary depending on which stakeholder is being addressed. So, employees might want job security, whilst shareholders look for growth in dividends. The challenge to management is to satisfy as many stakeholder objectives as possible.

Time

This is also important, as some objectives are more long-term than others. Short-term responses might be very different from the longer-term variety. So, the arrival of a new firm in the market might cause for a change in competitor strategies but the underlying building of market share and diversification might not be radically altered by this event.

Stakeholders

These are individuals or groups who have an interest in an organisation’s performance. The problem that business confronts is trying to balance the conflicts that arise between stakeholder objectives. These tend to include:

(a) Shareholders want profits, increasing dividends and good growth prospects.

(b) Employees want job security and decent wage rates

(c) Customers like quality at low prices 

Now, try to reconcile all of the above without offending someone!

Then, try another:

(a) Suppliers like to be paid regularly and see stability in orders

(b) Managers want supplies to be of a high quality but want to be able to change suppliers when it suits them.

The ‘balance’ is always going to be difficult. Elsewhere, local communities may not agree with central government aims when it comes to traffic management or other social costs.

Some questions

1. What is meant by the term ‘Mission Statement’?

2. Why does a business construct a clear set of business objectives?

3. How might the acquisition of Indair Carriers Ltd assist UIW achieve its corporate objectives?

4. Why might different stakeholder interests come into conflict?

Some suggested answers

1. A Mission Statement is brief outline of the general purpose of a business; it normally gives the organisation a sense of direction and allows for the development of corporate objectives based on it. 

2. A business constructs a clear set of objectives so as to allow it to build a path along which it moves in order to achieve its major ambitions. This allows for more detailed planning and reviews to ensure that the correct targets are being met. In doing so they offer a sense of coherence, or a framework within which employees can work. This allows for performances to be monitored, measured and analysed. This should encourage employee’s awareness of the directions in which the enterprise is moving and how they fit into this. In turn information flows and content can be based on how objective achievement has measured up against original forecasts and so allow a perpetual review and subsequent action to be part of the management process.

3. By acquiring Indair they hope to build the most comprehensive air cargo business in the emerging markets. The increased scale of the operation should improve profitability and the customer bases seem to fit well together. The core business of the larger organisation appears to fit well with that of the smaller organisation. All of these advantages should allow the new owner to hit more of their objectives and build a stronger and more successful business. They have acquired new expertise, orders and a wider geographic coverage. So, volumes should grow and profits increase. This will allow for higher returns to investors and other stakeholders e.g. employees should also be pleased with the acquisition.

4. Stakeholder conflict can arise for a number of reasons. The most common is that of one interest group being seen to have benefited more than an other. If profits are rising then shareholders might be thought to have received more than the employees who largely boosted the productivity that earned the rewards. The latter may want higher pay, whilst the former would expect better dividends. This conflict might also arise if management wants to keep back profits for future investments when the current shareholders want more distributed in dividends. Management has to try and ‘balance’ these interests and keep one eye firmly on its own. For they too have objectives and priorities.

