
‘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. 



Weekend Home Assignment

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.



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.



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 Rs.12,000 crores to the R.B.I

 Corruption could not be contained



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



1. Main components of New Economic policy are Liberalization, globalization and_______.

2. End of license quota, and reduction of government control is features of ____________.

3. Foreign Investment Promotion Board was set up to promote and channelize ______ ____
in India.

4. Demonetization is not a tax administration measure. State True/False.

5. New Economic Policy was introduced in India in 1991. State True/False

6. Railway is open for private sector participation. State True/False

7. Match the Following :- match with correct example

(i) Merger (a) Myntra taken over by Flipkart

(ii) Acquisition (b) Bank of Rajasthan join with ICICI Bank

(c) Maruti Suzuki

8. Match with the impact

(i)Ban on ₹ 1,000 currency (a) Impact of any NEP

(ii)More demanding costumer (b) Impact of demonetization

(c) Impact of change of government

9. "Sudden announcement of Demonetisation by our Prime Minister" is an example of
this feature of business environment

(a) Relativity, (b) Specific and General Forces, (c) Inter related, (d) Uncertain

10. The laws of mining rules and regulations license required for running the business is
an example of.

(a) Economic environment (b) Political environment

(c) Social environment (d) Legal environment



1. “Zero Defect Zero Effect” (ZED) is a slogan coined by the Prime Minister
of India, Narendra Modi with reference to the Make in India initiative
launched by the government. The slogan reflects the efficiency of
production process, i.e. the products have no defects and the process
through which the product is made has zero adverse environmental and
ecological effects. The ZED model aims to make India the manufacturing
hub of the world and prevent the products developed in India from being
rejected by the global market.

Moreover, before the initiative was launched, the limits of foreign direct
investments in various sectors had been relaxed. The application for
license was made available online and the validity of licenses was increased
to three years. Various other norms and procedures were also relaxed by
the government.

In the light of the above paragraph, identify and explain the major
component of New Economic Policy of 1991 that are being referred to by
quoting lines from the paragraph.



Impact of Government Policy 
Changes on Business and Industry 

(i)Increasing Competition

(ii)More Demanding Customers

(iii)Rapidly Changing 
Technological Environment

(iv)Necessity for Change



(v)Need for Developing Human
Resource

(vi)Market Orientation

(vii)Loss of Budgetary Support to
the Public Sector



1.The totality of all individuals, institutions and other forces that are
outside the business is considered as ____.

2. Frequent environmental changes in the field of technology and fashion
industry is related with _____________ of business environment.

3. The trend of health and fitness has created a demand for products like
gyms, bottled mineral water and food supplement etc. these are the
examples of _________ Environment.

4. Consumer get benefited by ____________ competition after introduction
of N.E.P.

5. After N.E.P there is a shift in market from Producers orientation to
___________ orientation.

6. Threats refer to the internal environment trends and changes that will
hinder a firm’s performance. State True/False.



7. Disinvestment means investment in different sector. State True/False.

8. Indian Government is giving freedom of Fixing Price to oil companies is an
indication of Liberalized Economy. State True/False.

9. When two or more companies join together to share their resources and carry out
an economic activity it is known as merger. State True/False.

10. Booking of railway tickets through internet from home or office is an example
of_____.

(a) Political Environment (b) Technological Environment

(c) Economic Environment (d) Social Environment

11. Packets of cigarettes carry the statutory warning ‘Cigarette smoking is injurious
to health’ is an example of________.

(a) Political Environment (b) Technological Environment

(c) Social Environment (d) Legal Environment

12. What will be the affect of increase in tax by government?

(a) Increase in cost of production (b) Increase in profit margin

(c) Creates fear in the mind of investors (d) Increase in competition



1. In the year 2016, The State Government of Kerala had made it mandatory for
anganwadi hostels and canteens in educational institutions to secure the Food Safety
and Standards Authority of India (FSSAI) license to ensure food safety. As the
educational institutions also get categorized as food business operators in the event
of the annual turnover of the hostels, they run, exceeds ₹ 12 lakh per annum.

In context of the above case:

(a) Identify and explain the various dimensions of business environment being
referred to here.

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

2. Postage stamps have been unveiled to commemorate 140 years of existence of the
country’s first stock exchange the Bombay Stock Exchange (BSE). The setting up of
BSE is considered to be the greatest revolution that took place in the financial
markets in India as it acts as a key driver for economic growth of a country. This is
due to the fact that there exists a strong correlation between economic growth and
capital accumulation.

In the context of the above case:

(a) Identify the dimension of business environment of India being referred here.

(b) State any three factors which broadly affect the dimension of business
environment of India as identified in part (a) of the questions.


