
‘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. 



(Yesterday’sHomework)

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
themetros 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 themarket for a longer period.



Dimensions of Business 
Environment 



(i)Economic Environment : Interest rates,
inflation rates, changes in disposable income
of people, stock market indices and the value
of rupee are some of the economic factors that
can affect management practices in a business
enterprise.

(ii)Social Environment : Social environment of
business include the social forces like customs
and traditions, values, social trends, society’s
expectations from business, etc



(iii)Technological Environment: Technological environment
includes forces relating to scientific improvements and
innovations which provide new ways of producing goods and
services and new methods and techniques of operating a
business.

(ii)Political Environment: Political environment includes political
conditions such as general stability and peace in the country and
specific attitudes that elected government representatives hold
towards business.

(v)Legal Environment: Legal environment includes various
legislations passed by the Government administrative orders
issued by government authorities, court judgments as well as the
decisions rendered by various commissions and agencies at every
level of the government, centre, state or local.



1. ___________________ 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.

2. Which feature of Business Environment is highlighted in the following?

(a) It maybe difficult to know the relative impact of the social, economic,
political, technological or legal factors on change in demand of a
product in themarket.

(b) Political conditions in the USA differ from that in U.S.A, China or Sri
Lanka.

3. Maruti Udyog became the leader in the small car market because it was
the first to recognise the need for small cars in an environment of rising
petroleum prices and a large middle class population in India. Which
importance is highlighted here?

4. Which of the following is an example of social environment?

(a) Money supply in the economy (b) Consumer Protection Act

(c) Stock Market Indices (d) Composition of family

5. ‘Business Environment involves all the internal forces that influence its
performance.’ State True/False.



1. Make in India is an initiative launched by the government of India to encourage
national and multinational companies to manufacture their products in India. It
focusses on job creation and skill enhancement and is in twenty five sectors of the
economy. Under the initiative, brochures on these sectors and a web portal was
released. The initiative aims at high quality standards and minimizing the impact on
the environment. It also seeks to attract foreign capital investments in India.

In context of the above case:

(a) Identify the various dimensions of business environment being referred to by quoting
lines from the paragraph.

(b) List any two values which the Government of India wants to convey through this
initiative.

2. Eco-friendly products are gaining power as consumers’ awareness about environmental
issues has increased over the years and they are conscious about choosing products that
do not have adverse effects on the environment. They are now more conscious about the
carbon emission and climate change effects, and want themselves to be ‘seen’ as a green
advocate among their peers. In such a scenario, it has become a challenge for the
companies as they have to not only meet the needs of the consumers but also ensure that
their products are safe and environment friendly. As a result, there is growing need for
better and advanced technologies to work as catalyst in this regard.

(a) Identify the relevant feature of business environment being discussed above.

(b) Describe briefly any three points that highlight the importance of business
environment and its understanding bymanagers



Economic Environment in India 
(a) Stage of economic development of the
country.

(b) The economic structure in the form of
mixed economy which recognises the
role of both public and private sectors.

(c) Economic policies of the Government,
including industrial, monetary and
fiscal policies.



(d) Economic planning, including five year
plans, annual budgets, and so on.

(e) Economic indices, like national income,
distribution of income, rate and growth of
GNP, per capita income, disposal personal
income, rate of savings and investments, value
of exports and imports, balance of payments,
and so on.

(f) Infrastructural factors, such as, financial
institutions, banks, modes of transportation
communication facilities, and so on.



Features of the Indian Economy at 
the time of Independence

(a)The Indian economy was mainly agricultural and
rural in character;

(b)About 70% of the working population was
employed in agriculture;

(c)About 85% of the population was living in the
villages;

(d)Production was carried out using irrational, low
productivity technology;

(e)Communicable diseases were widespread,
mortality rates were high. These was no good
public health system.



The Main Objectives of India’s 
Development Plans

(a)Initiate rapid economic growth to raise the standard
of living, reduce unemployment and poverty;

(b)Become self-reliant and set up a strong industrial
basewith emphasis on heavy and basic industries;

(c)Reduce inequalities of income and wealth;

(d)Adopt a socialist pattern of development— based on
equality and prevent exploitation of man byman.


