
‘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’S HOME ASSIGNMENT

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 by managers



Features of the New Industrial  
Policy, 1991

(a)The Government reduced the number of
industries under compulsory licensing to six.

(b)Many of the industries reserved for the public
sector under the earlier policy, were de-reserved.
The role of the public sector was limited only to
four industries of strategic importance.

(c)Disinvestment was carried out in case of many
public sector industrial enterprises.
(cont.)



(d)Policy towards foreign capital was liberalised.
The share of foreign equity participation was
increased and in many activities 100 per cent
Foreign Direct Investment (FDI) was permitted.

(e)Automatic permission was now granted for
technology agreements with foreign companies.

(f)Foreign Investment Promotion Board (FIPB) was
set up to promote and channelise foreign
investment in India.



Liberalisation
(i)abolishing licensing requirement in most of

the industries except a short list,

(ii)freedom in deciding the scale of business
activities i.e., no restrictions on expansion or
contraction of business activities,

(iii)removal of restrictions on the movement of
goods and services,



(iv)freedom in fixing the prices of goods
services,

(v)reduction in tax rates and lifting of
unnecessary controls over the economy,

(vi)simplifying procedures for imports and
exports, and

(vii)making it easier to attract foreign capital
and technology to India.



Privatisation

To achieve this, the government
redefined the role of the public
sector in the New Industrial Policy
of 1991, (a)adopted the policy of
planned disinvestments of the
public sector.



(b)decided to refer the loss making
and sick enterprises to the Board of
Industrial and Financial
Reconstruction (BIFR).

The term disinvestments used here
means transfer in the public sector
enterprises to the private sector.



Globalisation
The new economic reforms aimed at

(a)trade liberalisation were directed towards
import liberalisation,

(b)export promotion through rationalisation of
the tariff structure and reforms with respect to
foreign exchange so that the country does not
remain isolated from the rest of the world.

Globalisation involves an increased level of
interaction and interdependence among the
various nations of the global economy.



1. __________ refers to negative and unfavourable external factors that are likely to create
hurdles for a firm.

(a) Opportunities (b) Warning (c) Threats (d) None of these

2. Liberalisation means

(a) Policy of planned disinvestment (b) Integrating among economies

(c) End of license & reduction of government control (d) None of these

3. Globalisation does not involve :

(a) Reduction of barriers (b) Integrating among economies

(c) Global mechanism for settlement of disputes (d) Free flow of capital

4. Liberalisation dilutes government ownership in public sector enterprises. State
True/False.

5. Which of the following is not a feature of Economic Reform Policy 1991?

(a) Liberalisation (b) Demonetisation

(c) Privatisation (d) Globalisation

6. Customers, investors are the example of _______________ force of environment.



1. Just after the declaration of results of the Lok Sabha Elections, 2009, the Bombay
Stock Exchange’s price index (Sensex) rose by 2100 points in a day. Identify the
environmental factor which led to this rise.

2. The Government of India is seriously thinking of allowing the oil-marketing
public sector undertaking to fix their own prices for petrol and diesel. Which
economic reform is the reason for this change in government’s policy?

3. The court passed an order that all schools must have water purifiers for the
school children as:

(a) Society in general is more concerned about the quality of life.

(b) Innovative techniques are being developed to manufacture water purifiers at

competitive rates.

(c) Incomes are rising and the children are drinking purified water in their

homes as well.

(d) The government is also showing a positive attitude towards the business of

water purification.

Identify the different dimensions of business environment by quoting from the
above.



Demonetisation
Demonetisation is an act of cancelling the legal tender
status of a currency unit in circulation.

Countries across the globe have used Demonetisation
at some or the other point to control situations such
as inflation and to boost economy.

In November, Indian government banned the high
denomination notes of ₹ 1000 and ₹ 500 as move to
curb counterfeiting and money laundering.



1.What is Demonetisation?

To call off some currency from the economy.

2.What are the reasons for introducing
Demonetisation?

 Combat Inflation

 Combat Corruption & Crime

 Combat Tax Evasion

 Facilitate Trade



3.What are the advantages of Demonetisation?

 Completely destroyed black money

 No more funding of terrorists & other corrupt 
practices.

 Tax revenue generated

 Leads to a cashless economy

4.What are the disadvantages of 
Demonetisation?

 Inconvenience caused to people

 Loss of ₹ 12,000 crores to the R.B.I

 Corruption could not be contained



Features of Demonetisation
1. Demonetisation is viewed as a tax administration
measure.

2. Demonetisation is also interpreted as a shift on the
part of the government indicating that tax evasion will
no longer be tolerated or accepted.

3. Demonetisation also led to tax administration
channelizing savings into the formal financial system.

4. Another feature of demonetisation is to create a less-
cash or cash-lite economy, i.e., channeling more savings
through the formal financial system and improving tax
compliance.



Impact of Demonetisation
1 Money/Interest 

rates
i. Decline in cash transactions ii. Bank 
deposits increased iii. Increase in financial 
savings

2 Private wealth Declined since some high demonetised
notes were not returned and real estate 
prices fell

3 Public sector 
wealth

No effect

4 Digitisation Digital transactions amongst new users 
(RuPay/AEPS) increased

5 Real estate Prices declined

6 Tax collection Rise in income tax collection because of 
increased disclosure


