
Recapitulation of Chapter 2
1. Match the following on the basis of Principles of Management.

(i) Flexible          (a) Application depends on prevailing conditions

(ii)Contingent    (b) Are not straight jacket solutions

(c) Can be modified as per managers discretion

2. Foreman belongs to _____________ level of Management.

3. According to the principle of _________ each subordinate must 
have only one boss.

4. Match the following: 

(i) Scalar Chain             (a) Promote team spirit

(ii)Initiative                   (b) Formal lines of authority

(iii)Espirit De Corps   (c) Fairness to all employees

(iv) Equity                       (d) Taking the first step with self motivation



ANSWERS

1. (i)-(c) ; (ii)- (a)

2. Supervisory Level

3. Unity of Command

4. (i)-(b); (ii)- (d); (iii)-(a); (iv)- (c)



CH. 3 : BUSINESS ENVIRONMENT 

The soft-drinks giants, Pepsico and Coca-Cola, suffered a decline in
sales of colas in India in the beginning of the year 2006 after an
environmental group, Centre for Science and Environment (CSE)
claimed to have found pesticides in their drinks upto 50 times the
permissible health limits. These companies issued a number of
press statements and conducted many publicity compaigns in India
claiming that their beverages were perfectly safe.

The Union Health Ministry’s expert committee also observes that
Coke and Pepsi were safe. CSE, in turn, criticised the expert
committees findings and said that 11 of Coke and Pepsi drinks
contained average pesticide levels that were 24 times higher than
the limits agreed by the Indian government. Despite health
ministry’s clean chit to colas, several States continue to ban or
restrict Coke and Pepsi. However, the pesticide controversy
adversely affected the sales of both Coke and Pespi as consumers
started watching their diet more closely.



The Pepsi Cola controversy raises an interesting 
question: 

Why are soft drinks giants, Coca-
Cola and Pepsico putting in so
much effort on publicity
campaigns in India after the

decline in their sales?



The answer lies in the fact that their
success is dependent not merely on
their internal management, but also
on many external forces as, for
example, decisions and actions of
governments, consumers, other
business firms and even non-
government organisations (NGOs)
like CSE.



‘Business Environment’ means the sum total of all 
individuals, institutions and other forces that are 

outside the control of a business enterprise but that 
may affect its performance. 



Features of Business Environment
(i)Totality of external forces: Business environment

is the sum total of all things external to business
firms and, as such, is aggregative in nature.

(ii)Specific and general forces: Specific forces (such
as investors, customers, competitors and
suppliers) affect individual enterprises directly
and immediately in their day-to-day working.
General forces (such as social, political, legal and
technological conditions) have impact on all
business enterprises and thus may affect an
individual firm only indirectly.



(iii)Inter-relatedness: Example, increased life
expectancy of people and increased awareness for
health care have increased the demand for many
health products and services like diet Coke, fat-
free cooking oil, and health resorts. New health
products and services have, in turn, changed
people’s life styles.

(iv)Dynamic Nature: Business environment is
dynamic in that it keeps on changing whether in
terms of technological improvement, shifts in
consumer preferences or entry of new
competition in the market.



(v)Uncertainty: Business environment is largely
uncertain as it is very difficult to predict future
happenings, especially when environment changes are
taking place too frequently as in the case of
information technology or fashion industries.

(vi)Complexity: Since business environment consists of
numerous interrelated and dynamic conditions or
forces which arise from different sources, it becomes
difficult to comprehend at once what exactly
constitutes a given environment.

(vii)Relativity: Business environment is a relative
concept since it differs from country to country and
even region to region.



1. The growing awareness about healthcare has led to an increase in
demand for healthcare products and services in the country.
Identify the feature of Business Environment being described in
the above case:

(a) Dynamic Nature (b)Uncertainty

(c) Relativity (d) Interrelatedness

2. ‘Twinkle Stars’ is a well known resort for organizing parties,
especially for children. However in past six months its popularity
has reduced considerably as a new resort with better ambience and
facilities has opened within its vicinity. Name the related feature of
Business environment which has influenced the business of
‘Twinkle Stars’ adversely.

(a) Totality of external forces (b) Dynamic Nature

(c) Interrelatedness (d) Relativity



India’s retail sector has been undergoing
structural changes for the last two decades. On
one hand, the ‘mall culture’ has gradually
become a way of life, especially in the metros
and mini metros. On the other hand, there is
accelerated growth in e-business as customers
also prefer to buy products and services via the
internet, telephone and television. However
operating in either of the segments is marked
by the presence of strong competitors

Identify the components of specific forces and
general forces being discussed in the above
paragraph.



Importance of Business 
Environment

(i)It enables the firm to identify opportunities and
getting the first mover advantage : Eg. Maruti Udyog

(ii)It helps the firm to identify threats and early warning
signals: Threat from foreign multinational
companies.

(iii) It helps in tapping useful resources:

(iv) It helps in coping with rapid changes:



(v)It helps in assisting in planning and policy
formulation: For instance, entry of new
players in the market, which means more
competition may make an enterprise think
afresh about how to deal with the situation.

(vi) It helps in improving performance: The
enterprises that continuously monitor their
environment and adopt suitable business
practices are the ones which not only improve
their present performance but also continue
to succeed in the market for a longer period.


