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UNIT:1 BUSINESSENVIRONMENT

INTRODUCTION

The concept of business has emerged, ever since the exchange activity took
place or from the stage of barter economy in the economic process. The
businessisanactivitywhichisprimarypursuedwiththeobjectofearningprofit.
Abusinessactivityinvolvesproduction,exchangeofgoodsandservicestoearn

profitorearnaliving.

The word ‘business’ literally means a state of being busy. Every person is
engagedinsomekindofoccupation,afarmerworksinthefield,aworkerworks

inthefactory,aclerkdoeshisjobintheoffice. Theearntheirlivelihood.While doing
some work. Business comprises all profit-seeking activities and enterprises

that provide goods and services necessary to an economic system.
Meaning

In general terms business is nothing but buying and selling of goods in the

market at a reasonable price.

Businessisaneconomicactivity,whichisrelatedwithcontinuousandregular




productionanddistributionofgoodsandservicesforsatisfyinghumanwants.

Itisa processwhere the goodsand servicesare exchange among buyersand

sellersformoneyorprofit.
Definition

According to Stephenson defines business as” the regular production or
purchase and sale of goods undertaken with an objective of earning profit and

acquiringwealththroughthesatisfactionofhumanwants.”

“Business is that complex fieldofacommerceandindustryinwhichgoods
andservicesarecreatedanddistributedforthesakeofearningprofitwithinaframe

workoflawsandregulation”.
Scope

Business is an integral part of modern society. It is an organizied and

systematizedactivityforprofit.

Improvementinstandardofliving:-

Businesshelpspeopleingeneraltoimprovetheirstandardofliving.

Properutilizationofresources:-itleadstoeffectiveutilizationofthescarce

resourcesofsociety.ltprovidesfacilityofmassproduction.

Betterqualityandlargevarietyofgoodsandservices:-
itinvolvesproduction,purchase and sale of goods and services for price.
Customer satisfaction is the

backboneofmodernbusiness.Servicessuchassupplyofwater,electricityetc.

Createsutilities:-
businessmakesgoodsmoreusefultosatisfyhumanwants.Itaddstoproductstheutiliti
esofperson,time,place,knowledgeetc.thus,people

areabletosatisfytheirwantseffectivelyandeconomically.

Employment opportunities: -It provides employment opportunities to large

number of people in society.
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Workerswelfare:-businessorganizationsthesedaystakecareofvarious
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welfareactivitiesforworkers. Theyprovidesaferandhealthierworkenvironmentfor

employees.

Objectivesofbusiness

1. Profitmaking

2. Growth

3. Power

4. Employeesatisfactionanddevelopment
5. Qualityofproductandservices

6. Marketleadership

7. Challenging

8. Servicetosociety

9. Goodcorporatecitizenship

Profit making: profit is the backbone of any business. Without which no
business can survive in a competitive market. Profit is the main motivator,
strong sustainer and judicious allocator of resources. it helps to the business
mennotonlytoearntheirlivingbutalsotoexpandtheirbusinessactivitiesby

reinvestingapartoftheprofit.

Growth: growth is another primary objective of business. It should grow in all
directions over a period of time. Some of the strategies adopted to achieve

growth. They are:

Addmoreandmoreproducts.




Integrationforwardorbackward.
Increasemarketshare.
Diversifybusinessintonewareas.
Expandmarkets.
Increaseproductivity.

Power: business has vast resources such as money, materials, men and know-
how.Theseresourcesconferenormouseconomicandpoliticalpoweronowners and

managers of business venture.

Employee satisfaction and development: employee satisfaction covers the
basic concerns and needs of employees. concern for employees should be an
important aspect in spite of automation of business. Business concern which

attachutmostimportanttoemployee’ssatisfactioncansurvive.

Quality of products and services: the important objective of business is to
providing Sand stayed ahead of others on the market. The quality earns brand

loyalty,avitalingredientofsuccess.

Market leadership:thisisanothermajorobjectiveofbusinesstoearnashare
positioninthemarket,innovationisthekeyfactor,innovationmaybeproduct,

advertising,andinanyfield.
Example:SUMSUNGSmartphone

Challenging:businessoffersvastscopeand formidablechallenges. Thereal

worthofanindividualistestedmoreinbusinessthaninanyotherprofession.

Servicetosociety:businessisapartofsocietyandhasseveralobligations

towardsit.Thefollowingare:
Providingsafeandqualityofgoodsatreasonableprice.

Providingemployment.
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Patronizingcultureandreligiousactivities.

Maintainingandprotectingenvironment.

10. Creation of joy: it is through business strategies know ideas & innovation are

1.

given a shape and are converted in to use full products and services for the

benefit of customers.

Goodcorporatecitizenship:citizenshipimpliesthatthebusinessunitcomplies
withtherulesoftheland,paytaxestothegovernmentregularlydischargesits

obligation to society and cares for its employees and customers.

BUSINESSENVIRONMENT

MeaningofEnvironment:

It is the sum of all living and nonliving things that surround an
organism or group of organisms. Environment includes all elements factors &
conditions that have some impact on the growth &development of certain

organism.

MeaningofBusinessEnvironment:

Business environment refers to all those internal& external factors that
influenceonthebusiness.lItincludesnumberoffactorswhichinfluenceonthe

business.somefactorsarefavorable,somefactorsareneutral.

Business environment is a set of both internal and external factors like
suppliers, customers, competitors, technological, socio-economic, etc., these

factorsareinfluencethebusinessactivities.

Definition:




AccordingtoWilliamF .Glucck, “businessenvironmentastheprocessby
which strategists monitor the economic, governmental, market, supplier,
technological, geographic and social settings to determine opportunities and

threatstotheirfirms”.

Components/Types/ElementsofBusinessEnvironment:

COMPONENT OF BUSINESS
ENVIRONMENT

InternalEnvironment ExternalEnvironment

/\

MicroenvironmentMacroEnvironment

1. Valuesystem

2. Mission &objective of the business 1. Customers

1.Economicenvironment

3. Organizational structure 2. Competitors

2.Political&legalenvironment

4. Financial capability 3. Suppliers 3. Socio-
culturalenvironment

5. Humanresourcemanagement 4.Marketintermediaries 4.Natural environment
6. Marketing capability 5. Public

5.Demographicenvironment




6. Technologicalenvironment

7. Internationalenvironment

INTERNALENVIRONMENT

1. VALUESYSTEM:thevaluesystemofthefounders,boardofdirectors,managers,worke
rs of the organization has important bearing on the strategies of the

organization.

2. MISSION AND OBJECTIVES OF THE BUSINESS: mission is a statement which
defines the role that an organization plays in a society. objectives represent a
managerialcommitmenttoachievespecifiedresultsinspecifiedperiodoftime.
firms’priorities,development,policiesareguidedbythemission&objectivesof the

organization.

3. ORGANIZATIONAL STRUCTURE: organizational hierarchy the authority which

flowsfromtoptobottom.Ithelpstofacilitatequickdecisionmaking.

4. FINANCIAL CAPABILITY: financial factors like financial policies, financial

positionandcapitalstructureetc.affectcorporatestrategiesanddecisions.

5. HUMAN RESOURCE MANAGEMENT: the characteristics of the human
resourcelike skill, quality, morale, attitude, knowledge etc. could contribute to the

strength and weakness of an organization.
6. MARKETINGCAPABILITY
7. OPERATIONALCAPABILITY
8. MANAGERIALPOLICIES
9. BRANDIMAGE & CORPORATEIMAGE

10. RESEARCHANDDEVELOPMENT CAPABILITY
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EXTERNALENVIRONMENT
MICROENVIRONMENT

The micro environment of a company consists of elements that directly
affect the company. It includes suppliers, customers, market intermediaries,

competitors and customers etc.

CUSTOMERS: customers are the people who pay money acquire an
organization’sproducts.Orthosebuyer&ultimateconsumerneedsrelatingto

theproductorservicesitisintendedtomeet.

COMPETITORS: competitors are the other business entities that compete
forresources. Thefirm’scompetitorsincludenotonlytheotherfirmswhichmarket
the same on similar products but also all those who complete for the

discretionary income of the consumers.

SUPPLIERS:suppliersfromanimportantcomponentofthemicroenvironment. The
suppliers are providing any kind of material to the business for its smooth

functioninglikerawmaterial,equipment’s,servicesetc.,

MARKET INTERMEDIARES: market intermediaries include agents and brokers
who help the company to find customers. It is a link between company and

customer.

PUBLIC:publicisanygroupthathasactualorpotentialinterestinthebusiness.
Theprospectsofafirmdependuponthesocietyinwhichithastoworkandsell its

products.
MACROENVIRONMENT

ECONOMIC ENVIRONMENT: economic environment refers to those economic
factors which have impact on the working of business. These factors include

Grossnationalproduct,corporateprofit,inflationrate,balanceofpayment,etc.

POLITICAL AND LEGAL ENVIRONMENT: political environment refers to the

influenceexertedbythethreepoliticalinstitutionstheyare;Legislature,




3)

4)

3)

6)

7)

Executive,Judiciary.Legalenvironmentincludesadoptabilityoflawandother legal
rules & regulation of government. Laws which are passed by the

governmentforbusinessoperationiscalledlegalenvironment

SOCIO-CULTURAL ENVIRONMENT : socio-cultural environment refers to social
andculturalfactorswhicharebeyondthecontrolofbusinessunits.Suchfactors
includeofpeopletowork, familysystem,castesystem,educationsystem, habits,

language,religion,belief&traditionswithinaparticularsociety.

TECHNOLOGICAL ENVIRONMENT: technological environment refers to the
external factors in technology that impact business operations. In order to
survive in today’s competitive world, a business has to adopt technological
changes from time to time. A business may have to dramatically change their

operatingstrategyasaresultofchangesinthetechnologicalenvironment.

NATURAL ENVIRONMENT: Natural environment refers to geographical &
ecological factors which are beyond the control of the enterprise. It includes
natural resources, weather and climatic conditions, landforms, rainfall,

environmentalpollution,etc.

DEMOGRAPHIC ENVIRONMENT : demographic environment refers to the size,
density,distributionandgrowthrateofpopulation,agecomposition.Allthese

factorshaveadirectbearingonthedemandforvariousgoodandservices.

INTERNATIONAL ENVIRONMENT : Anotherenvironmentalfactoris
internationalorglobalenvironment.ltaffectsthebusinessdirectlyduetoliberalization
,Indian companies are forced to view business issues from the global

perspective.




UNIT:2 NATURALENVIRONMENTS

Introduction

Natural environmental efforts to reference to geographical and ecological
factorswhichbeyondthecontrolleroftheenterpriseitincludesnaturalsource
weatherclimateconditionsandlandfarmsrainfallsenvironmentalpollutionetc.
Climate and weather conditions affect the location of certain industries like
textileindustries.Environmentalpollutionswatersairandnoisepollutionshave
caused disturbance in ecological balance. government has farmed various acts
forthecontrolofenvironmentalpollution.Changesintemperaturecanimpact

onmanyindustries includingfarmingtourism andinsurance.

Meaningofnaturalenvironmental

Natural environmentare naturally available in the environment. The natural

environmentincludingmineralsforestswaterandlandetc.whichinfluencethe

business activities. Theseresources are not made by human beings. (OR)
Natural environment is the environmentwhich include several natural

factors like climate, minerals, soil, landforms, rivers and oceans, coastlines

etc.Thesenaturalfactorsdirectlyinfluenceonthefunctioningofabusiness.

Componentsofnaturalenvironment
1) Wateronearth:About71%oftheEarth'ssurfaceiswater-covered,according

toTheUnitedStatesGeologicalSurveyWaterScienceSchool. Theworld’stotal




watersupplyequatesto332.5millioncubicmiles.Oceansholdaround97%ofallEarth’s
water,whichmeansallbutabout3%ofourwaterissaline.Oftheworld’s total
freshwater, 69% is frozen in ice and glaciers and another 30% is in the
ground.Just0.26%oftheworld’swaterisinfreshwaterlakes.Andonly0.0017%
ofallourwaterisintheatmosphere.

2) Atmosphereclimateandweather: Theatmosphereisthelayerofgasesthatsurro
undsEarthabovetheairlayer.Itsconditionaffectsourclimate,whichisthe pattern of
variation in temperature, humidity, atmospheric pressure, wind,
precipitation,ultravioletlight,andotherclimatevariablesthatoccuroverlong
periods.Dryairconsistsof78%nitrogen21%oxygen1%Argonandotherinsert gases

such as carbon dioxide.

3) Effect of global warming: The effects of global warming are the
environmental and social changes caused (directly or indirectly) by human
emissions of greenhouse gases. There is a scientific consensus that climate
change is occurring, and that human activities are the primary driver. Many
impactsofclimatechangehavealreadybeenobserved,includingglacierretreat,
changesinthetimingofseasonalevents(e.q.,earlierfloweringofplants),and

changesinagriculturalproductivity.

4) Ecosystems: an ecosystem (also called as environment) is a natural unit
consisting of all plants, animals and micro-organisms in an area functioning

togetherwithallofthenon-livingphysicalfactorsoftheenvironment.

"Any units that include all the organisms in a given area interacting with the
physicalenvironment so that aflow of energyleads to clearlydefinedtrophic
structure biotic diversity and a material ccycles’ (i.e. exchange of materials

betweenlivingandnonlivingparts)withinthesysteminanecosystem."

ImpactonBusiness
1) Manufacturing: The process of converting raw materials, components, or

parts into finished goods that meet a customer's expectations or
specifications.(or) it is a process of converting raw materials or semi finished

goodsintofinishedgoods.InthebusinessExample:acarrequiresforitsa




manufacturing,labour, factory machines, iron ,steel ,rubber plastic and non-
ferrous materials.
2) Mining activity: Mining is the extraction of valuable minerals or other
geologicalmaterialsfromtheearth,usuallyfromanorebody,lode,vein,seam, reef
or placer deposit. These deposits form a mineralized package that is of
economicinterest totheminer.

Example: The petroleum company requires crude oil

whichisextractedfromtheearth.

3) Agriculture: agriculture refers to all of mam’'s activities related to the
cultivationofthesoilandtothoseactivitiesthataredirectlydependsuponthe  soil
such as the production of vegetables, crops and feeding, breeding. The
AgriculturalactivitiesalsoinfluenceonthebusinessactivitiestheGRAcultural
productsaretherawmaterialsforthevariousbusiness.
Example:cottonistherawmaterialforgarments

industry.

4) Trade:ltreferstobuyingandsellingofgoodsandservicesfromonecountry to
another. trading activities also helps to the business to sell their goods in a
foreign countries.

Example:TeaisimportsfromAssam, juteinWestBengal

5) Transportationandcommunication:TheTransportationreferstoprocessof
shipping or moving an goods from production place to consumption place.
Communication refers to exchange of fats, feelings, thoughts, messagesfrom
onepersontoanother. Thetransportationandcommunicationalsoinfluencethe

business activities.

6) Technology: Technology is the application of scientific knowledge for
practical purposes, especially in industry. Technology is the collection of
techniques, skills, methods, and processes used in the production of goods or

services or in the accomplishment of objectives of business.




UNIT:3 ECONOMICENVIRONMENT

All those economic factors which influence directly or indirectly on the
functioning of business unit business depends on the economic environmentfor
all the neededinput's. economics factors that influence the business unit
currentlythisfactorsincludeasknationalproductcorporateprofitsinflationrate

employmentbalanceofpaymentinterestrateconsumerincome
Characteristicsorfeaturesofeconomicenvironment.

1. Mass poverty and low per capita income:per capita income in India is
lowcomparedtootherdevelopingcountries.itisaoneofthelowestintheworld. the
extentofpovertycanbederivedfromthepoorqualityoffood,clothing,housing,
education and medical facilities in the country all indicates a low standard of

living.

2. Lowstandardoflivingandhighpoverty:duetolowpercapitaincome.mostofthep
eopleofindiadonothavethebasicnecessitiesoflife.thestandardof
livingofthepeopleisaverylownearly39%ofthetotalpopulationofthecountry

isbelowthepovertylineandthereisamasschronicpoverty.




3. Dominanceofagriculture:agricultureprovideemploymenttoabouttwo-
thirdofthetotalworkingpopulationinindiathepopulation.Presently58%oflabour
force is estimated to be engaged in this sector. this is an indication of an

economicprogressonstructuralchangesthatisgraduallytakingplace.

4. Unequal distribution of income: according to World Bank in its world
developmentreport2002statethatalargeportionofincome33.51%received by 10%
of rich population and low portion of income 3.5% received by 10% of poorest

population.

5. Existence of rich resources: India has rich resources are in a form of

renewable and nonrenewable resources

Renewable resources are: -water,
forest,Sun,air.etc..Nonrenewableresources:-

Minerals,petroleum,LPGetc...

6. Inadequatecapitalformation:Richresourcesdoesnothelpstodevelopment of
economy development's of a country's economy defect of the effective and
fullutilisationof resources whichneeds capitalandTechnologyknow-howdue
tothelackofcapitallndianeconomyisreflectedinthelowrateofproduction

andconsumptionofsteelcementandelectricityetc..

7. Unemploymentandunderemployment:Unemploymentoccurswhenapersonwho
is actively searching for employment is unable to find work.Underemployment
may be defined as a @ situation in  which  workers are
employedbelowtheireducationorskilllevel,ortheiravailability. Unemployment

isoftenusedasameasureofthehealthoftheeconomy.

8. Technological backwardness:technological backwardnesshasbeen the
continues to be acharacteristic feature of the Indian economy althougsome
changes in techniques have taken place in certainselected segment of the

economy.

i) TherateoftechnologicalgrowthinindiahasbeenbetweenO.7%and1. 1%.




ii) Accordingtoa2007worldbankreport.Indiahadonly119R&Dresearchersper




millionpopulatio.

9. Infrastructureinadequacies:Facilitiesareacontinuedtobeinadequateina

relationtothedemandsbeingmadeonitbytheprocessofeconomicgrowth.

10. Dualisticeconomy:Thetotallytraditionalandcompletelymoderneconomyco-
existsinindia.inagriculturewefindthelatesttechnologyatworkalongwith

theprimitivetechniquesalsowell-embeddedandfirmlyrooted.

Factors affecting Economic Development [2013 2011/2010/2009-
15Marks]

Thesefactorsclassifiedinto3types
A. EconomicFactors.

B. Noneconomicfactors.

C. Otherfactors.

A. Economicfactors

1. Naturalfactors:Itisanimportantinstrumentofeconomicdevelopment.intheinitial
stages of development allthe less developedeconomies have to depend
upontheavailabilityofnaturalresourceslikeland,water,forest,mineralsetc, many
countries found certain Resources like minerals as a source of foreign

exchangeearningswhichinturndevelopthecountry.

2. Capital formation: The process of economic development depends to
asignificantextentoncapitalformation.Astherateofcapitalformationincreases, it
exerts an interacting and cumulative effect on the economy of the country

leadingtoagrowthinnaturalincome.

3. Technologicalprocess:Technologyreferstothattypeofadvancedmachinerywhic
h is used to manufacture products. Technology had led to greater output,
shorter working hours the creation of a host of skilled jobs in design,

maintenance and engineering safer working conditions production of new and




bettergoodsofstandardizedqualitywithmoreefficientuseofrawmaterials,

declineofsuperstitionandtraditionaletc.

4. Infrastructure:Itdetermineseconomyhospital,banking,insurance,education,po

wer,electricity.Inthiswayaffectedeconomicfactors.

5. Sizeofmarketandinvestments:Economicdevelopmentdependsonthesize
ofthemarketandinvestment.Increasesinthepurchasingpowerofthepeople
createdthedemandforconsumergoodchoicesincreasesthesizeofthemarket  and

investment

B. Non-economicfactors:

These factors are not relatedto production or cost of production.Some of the

non-economic factors are.

1. Abilitytodevelopandapplyscienceintheactivities2

The propensity to decept innovation

3. Searchingfornewzealandproducts

4. Thepropensitytohavelechildren.

5. Incriminationtoconsumelessincomeandhavemoreforinvestment
6Incriminationtoworkbehindtheexpectedtargetincome

C. otherfactors:

Otherfactorsaremoreinfluencetoeconomicdevelopment,Theyareclassified into

3 categories.

1. Politicalsystem:Uncertaintyofpoliticalsystemthatbeaffectedstabilityto the
economic development consistency .In this system more influence on economic

development.

2. Social system: Several religions in India such as Hindi, Mudim, Christians,

Jains,odh,Parcietc,coordinationismoreimportantbetweenamongthe




religions and adopt family planning to less children that's help decrease

population.Inthis waysocialsystem affects economicdevelopment.

3 Luck: Luki important to any matter profit and losses to the government
depends on luck. Luck fact functioning of the economic development

government introducing new polices based on luck.
EconomicResources:[2011-5Marks]

Economicdevelopmentdepends oneconomicresources Theyareclassifiedinto

categories. They are as follows:
1 Naturalresources
2. Industryresources

3. Technologyresources

1. Naturalresources:[2012/2013-2Marks]

Countries which are h in natural resources have he scope for advances
inindustrialization Natural resources consist of mineral resources, energy

resources, forest,resources,mineralresourcesandwaterresources

a. Land and Soils: India is the 7t largest country in the world in case of land
BeforeRussia,Canada,China,Australiaarelargestcountriesinhavingland.In  India
total geographical area is 32,87,702km north to south 3214 km, east to west
2933 kmLand is classified into 2 types:

1 Agriculturalland

2 Non-agriculturalland




b. Waterresources:Toeconomicdevelopmentissuccessfullydonetheremust
bewaterresourcewehelpsirrigation,waterisgenerationofelectricityWater = may

be classified as.
1. Surfacewater
2Groundwater

C.Forests:Inindia676.55gkmor
22.5%0offorest.Aforestprovidesrawmate

rialswoodlIndustries,paperindustriesandOtherindustriesetc..

D.Minerals:Mostsurplusesfromthemineralsinindiasuchas: Miningmine

rals,iron,Silver,Aluminium,coaletc..

2Industryresources

The above-mentioned natural resources are all industrial resources. Industrial

development depends on some factors like:

aEntrepreneurship:Entrepreneur isa person who take risksand respond of

enterprise and also
coyotes’factorsofproductiontothesurpriseheisaentrepreneurFactorsof

productionlikeland,labour,capital,rawmaterials,andfactorsindustryare

creation of
newindustriesandusesourcesoftheindustries

b. Capital:Bloodismoreimportanttohumanbodycapitalismoreimportantto
industries and smooth running of the business who invest investment and

capital investors.

¢. Infrastructure: Infrastructure are effect of fact of Industrialization, main

infrastructurearetransportation,Bankingcommunication

d. Innovations:Searchingfornewthings,Innovationsassignedaveryimportant

roleinindustrialdevelopmentinnovationincludethefollowingintroductionof




invention, introduction of new management techniques, development of new

productdevelopmentofnewprocess,developmentnewmarketetc.

3. Technology resources: The Industrial revolution was possible only due to

technological revolution countries which give high priority to research and
development are the ones which have shown tremendous advancement in

technology.
LPGconcept:

Liberalisation,PrivatizationandGlobalizationThisCopyestablishedinJuly 1991
LIBERALIZATION

Liberalisationreferstothereisnolegalrestrictionstoenterintoforeignmarket

i.e.norigidrulesandregulationstodobusinessinforeigncountry.

Itmeansremovalofallthetradebarrierstoenterintoforeignmarketfromthegovern

ment.

In other words liberalization refers to a relation of previous government
restriction, usually in such areas of social political and economic policy
Liberalization is one of the ways of improving the efficiency of Public Sector
Units (PSUs)

Objectivesofliberalization:

Toimproveourperformance.
Acceleratetherateofindustrialdevelopment.
Toensurebetterutilizationofcapacity.
Toachieveeconomiesofscale.
Toreduceandinsomecasestoremovetheproceduralimpediments.

ToWorktowardsthedevelopmentofbackwardareas.




> Toensureexportpromotionandsubstitutionof import.

> Toincreasecompetitivenessandensurehealthycompetitioninindustries.
Impactofliberalizationtolndia/ImpactofLPGonindianBusiness[2009- 15Marks]
Themainimpactandachievementofliberalizationpolicyareasfollows.

1. Privateandforeigninvestments:Theliberalizationasgivenonenormousto
private and foreign investment in the industrial sector the expansion plans of
manylndiancorporatebothintheprivateandpublicsectorareveryimpressive
prioritysectorhavebeenreceivingmassiveinvestmentliberalizationover80%of

theforeigninvestmenthavebeenintheprioritysector.

2. Increased turnover: Many industries have been witnessing huge output
growthintheirturnover.Severaloftheindustrieswhicharewitnessingoutput are it
industry luxurious goods, vehicles, car,as the India market is big, it

generatesemploymentopportunitiestomanylndians.

3. Improvedcompetitivenessandindustrialization:Undertheliberalizationtheind
ustryhasbecomemorestrongandcompetitivebothinthenationalaswellas
international markets. In the last few years, the sales as well as profit of the

Indian companies have increased to a large expert

4. Foreign investment: To accelerate the growth rate of Indian economy a
substantial set up in investment was required domestic savings were not
sufficient in our country but liberalization helped in boosting foreign direct

investment in India.

PRIVATIZATION:

Privatizationistheprocessoftransferringanenterpriseorindustryfrom

thepublicsectortotheprivatesector.




Thetransferofownership,propertyorbusinessfromthegovernmenttothepri

vatesectoristermedprivatization.

It refers to transformation of public ownership or management to the

private sector.

In other words it means converting public companies in to private
companies. Thesecompanies are controlled and directed by the private

ownership.
ObjectivesPrivatization
Themainobjectivesofprivatizationareasfollows:

ToimprovetheperformanceofthePSU'ssoastolessenthefinancialburdenontaxpaye

rs.

To reducegovernmentinterferenceintheeconomy.
Topromotegreaterprivateinitiative.
Topromotewidershareownership.
Todevelopmentofthecapital market.
Topromotecompetitionandrewardefficiency.
Toreducetheadministrativeburdenonthestate.
Toincreasethesizeanddynamismoftheprivatesector.
Topromoteincreasedefficiency.

To encourage and facilitating private sector investments from both domestic

andforeign sources.
Toreducethethreatofthelosses.

Toprovideimprovedqualityandservicestothecustomers.




1)

2)

3)
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Advantages of privatisation

increase the competition and decrease monopoly: Monopoly means mono-
single,poly-seller:singlesellerinthemarketpublicsectorsisonlysellerinthe
marketatoldendaysafterprivatizationseveralpeopleoperatingmarketinmany ways.

It reduces monopoly of PSU'’s.

Revivingsickunits:aftertheprivatizationmanypublicsickunitsareRevivaland
restructuring.theprivatizationmayhelpinrevivingsickunitswhichareliabilities of

the public sectors.

Efficientmanagement:whiniestmanagementinprivatesectors.Privatesectorsare
increase more work and it take well-skilled, well talents and it adopt new

products and searching for new thing.

Rapidindustrialgrowth:Itcouldhelpinsolvethefiscalcrisesofthestateinlightofanewin
dustrialdemocracy.Privatizationinvestsmoremoneyanditachieve

highindustrialgrowthanditalsoinfluenceoneconomy.

IncreaseinefficiencyofPSU’s:ItisamainadvantageofPrivatization./tmeans a
competition between public sector and private sector. Public sectors are

competitionfrom privatesectors andalsoincreaseefficiencyof PSU'’s.

encouragement of innovation and investments: privatization encourages
innovation. Innovation means searching for new and adopts new ideas
techniques. Privatization also encourages investments. Investors are investing

moreinvestmentand,ithelpsdevelopingonindustries.

Promotesglobalization:Privatizationhelpstoglobalizationitencouragesthe

nosiness people to go globalization.




DisadvantagesofPrivatization:

1. Increase the efficiency of PSU's: Privatization improves efficiency but not
sufficiency. Privatization involves efficiency industry, but it is not going on in

good manner.

2. Fiscalimbalances:Privatesectorsarenotcontributedgovernmentanditalsonot
contributed nation income. Private sectors are improved self-reliance and

encourage individual development.

3. Privatization Presupposes the Prevalence of Country Conditions: It
concentrates only achieve profit or growth. Privatization brakes prevalence

conditions.Privatizationwillexpandcompetition.

4. Revenuemaximization:ThisisamaindisadvantageofPrivatization.Revenuemea

nsincomeitinvolvesdecreaseandincreaseincome. Thereisnoadvantage.

5. Greater concentration of assets: Privatization concentrates only on asset

insteadof providingservices tothesociety.

6. Need cooperation of Labour force: Publicsectors
areachievingsomemorebenefitsbutprivatesectorsareachievingmoreandmorebene

fitsanditprovide lack of coordination.

7. Leadstomorecompetitions:ItisstartedthatthePrivatizationofenterprises

thatproducetradableincompetitiveorpotentiallycompetitivesectors.
GLOBALISATION:
MeaningofGlobalisation:[2010/2012/2013-2Marks]

In simple economic terms globalisation refers to the process of
integrationoftheWorldintoonehugemarket.Suchintegrationforthepurpose
ofremovalofalltradebarriersAmongcountries.Evenpoliticalandgeographical
barriersbecomeirrelevant.

Globalizationistheprocessofinternationalintegrationarisingfromtheinter

changeOfworldviews,products,ideas,andotheraspectsofculture.




According to "IMF (International Monetary fund) The growing
economiclnterdependenceofcountryworldWhitethroughincreasingVolumeandveri
tyof cross border transaction in goods and services of international capital

flow through the wide Spread Technology.

Nature/Featuresofglobalization

1Severalthingstoseveralpeople

2. Integrationofworldeconomyintothehugemarket.

3. Removalofalltradebarriers

4. Foreigndirectinvestmentupto51%offoreignequityisallowed.

5. AutomaticPermissionsprovidedtohighpriorityindustriesuptoicrore.
6Freeflowofgoodsandservicesinanycountry.
7.Freeflowofcapitalandtechnology
B.Rupeehasbeenmadefullyconvertible.

9.Tax andtariff dutymodified.




UNIT :4 LEGALENVIRONMENT

Thelegalenvironmentistheprincipleoflawprovidesuniformityandcertaintytothe
administration of justice. Legal system of a country is formed by the
government. The laws which are passed by the government for business
operation is caused legal environment such as the sales of goods act
1930,Indiancompaniesact1956,incometaxact1961,consumerprotectionact 1986,
the weight and measures act 1958, environment protection act 1986,
agriculturalpolicy,industrialpolicy,foreigninvestmentpolicy,monetarypolicy,

thefactories act 1948,theminimum wageact 1948.
Importanceoflegalenvironment

Laws on production or sales:the production of sales of certain goods
isprohibitedoratleastseverilyrestrictedinmanycountries. Thisincludes,among

others,sellingofthemdangerousdrugs,gunsandexplosives, forinstance.

Consumer protection: most countries have lawsensuring customers are being
treated fairly by businesses. This includes the act regulating weights and
measurements,ensuringthatgoodssoldactuallyaretheweightofsizetheyare sold
at, and the trade description act of 1968, making the misleading descriptions

of a products illegal.

Employeeprotection:lawstoprotecttheemployeesincludelawsagainstunfair
discrimination based on race,colour,religion, sex or age. Laws against unfair
dismissal and other harassments, health and safety laws and laws regulating
minimumwage.Manycountriestomakewrittencontractbetweenemployerand

employee mandatory.

Tax and financial laws: these laws vary between countries, but generally
regulateaccountancy practices, interest rates on loans, taxes etc. Business are
expectedtoprovideasufficientdocumentationofincomeandexpenditure,for

instance.




1)

2)

3)

4)

5)

Fiscalpolicy

Fiscalpolicyrefersto“thepolicyofthegovernmentregardingitsrevenues,expen
diture and borrowings”.

Itconsiststhetaxationandexpenditurepolicyofthegovernment.

fiscalpolicyisaconcernedwiththeraisingofgovernmentrevenuesand

incurringofgovernmentexpenditure.

AccordingtoReemHeakalfiscalpolicyisthemeansbywhichgovernment
adjusts its spending levels and tax rates to monitor and influence a nation’s

economy.
Objectiveoffiscalpolicy

Toachievedesirablepricelevel:thestabilityofgeneralpricesisnecessaryfor  an
economic stability. The maintenance of desirable price level has a good
effectonaproduction,employmentandthenationalincome.Fiscalpolicyshould

beusedtoremovethefluctuationsinpricelevelsothatideallevelismaintained.

To achieve desirable consumption level: a desirable consumption level is
importantforpolitical,socialandeconomicconsideration. Consumptioncanbe
affected by expenditure and tax policies of the government. Fiscal policies

shouldbeusedtoincreasewelfareoftheeconomythroughconsumptionlevel.

Toachievedesirableemploymentlevel:theefficientemploymentlevelismostimpo
rtant in determining the living standard of the people. It is necessary for
political stability and for maximization of production. Fiscal policy should

achieve this level.

Toachievedesirableincomedistribution:thedistributionofincomedeterminesthety
peofeconomicactivitiestheamountofsavings.inthiswayitisrelatedto
price,consumptionandemployment.Incomedistributionshouldbeequaltothe

mostpossibledegree.Fiscalpolicycanachieveequalityindistributionofincome.

increasingcapitalformation:inunderdevelopedcountriesdeficiencyofcapital




6)

7)

is themain reason for underdevelopment. Large amounts are required for
industry and economic development.Fiscal policy can divert resources and

increase capital.

degreeofinflation:inunderdevelopedcountries,adegreeofinflationisrequiredforec

onomicdevelopment.Afteralimit,inflationarybeusedtogetridofthis situation.

Consumptionlevel:itimportantforpolitical,socialandeconomicconsiderations.Cons

umptioncanbeaffectedbytheexpenditureandtaxpolicies.

Impactoffiscalpolicyonbusiness(or)roleoffiscalpolicy
Thedevelopmentofvariousregionssectorsandindustries

Government often use tax incentives or disincentives to encourage discourage

certain activities.
Taxincentivescanalsohelpinanincreasingdemand

The government control as well as state offerdifferent fiscal incentives and

encourage industries
Progressiveincreasesinindirecttaxation

fiscal policy can encourage the investment create jobs for your long-term

economic growth




Monetarypolicy

Monetary policy is the macroeconomic policy laid down by the central

bank.lItinvolvesmanagementofmoneysupplyandinterestrate.

In India monetary policy of the RBI is aimedat managing quantity of
money in order to meet the requirements of different sectors of the economy

and to increase pace of economic growth.

Monetary policy also known as credit policy or calledRBls money
managementpolicy.InindiatheRBlimplementsthemonetarypolicythrough
openmarketoperations,bankratepolicy,reservesystem,creditcontrolpolicy.
Using any of these instruments will lead to changes in the interest rate or the

money supply in the economy.

Monetary policy refers to the use of instruments under the control of

centralbankregulatetheavailability. Costanduseofmoneyandcredit

According to R.Pkent define the management of expansion and
contraction of the volume of money in circulation for explicit purpose of

attendingaspecificobjectivesuchasfullemployment.

Objectivesofmonetarypolicy

a. Rapid economic growth:it is themost important objectiveof monetary
policy. Themonetarypolicycaninfluenceeconomicgrowthbycontrolling

realinterestrateanditsresultantimpactontheinvestment.

b. Therbiprovideeasycreditpolicybyreducinginterestratetheinvestmentlevel
in the economy can be encouraged the increased investment can

speedupeconomicgrowth. fastereconomicgrowthispossibleifthe




monetarypolicysucceedsinthemaintainingincomeunderpricestability.

¢. Pricestability:alltheeconomicssufferfrominflationanddeflation,itcanalso
be called as a price instability. Both inflations are harmful to the
economy. Ittriestokeepthevalue
ofmoneystable. It

helpstoreducingtheincomeandwealthinequality.

d. Exchange rate stability:exchange rate is the price of home currency
expressed in terms of any foreign currency. If this exchange rate is very
volatileleadingtofrequentupsanddownsintheexchangerate.Monetary

policyaimsatmaintainingtherelativestabilityintheexchangerate.

e. Balanceofpaymentequilibrium:manycountrieslikelndiasufferfromthediseq
uilibrium in the bop. The rbi through its monetary policy tries to

maintaintheequilibriuminthebalanceofpayment.Bophas2aspects
= palanceofpaymentsurplus
= balanceofpaymentdeficit

f. full employment: the concept of full employment was in much
discussedofferkeynes's publication of the ‘general theory' in 1936. Full
employmentstandforasituationinwhicheverybodywhowantsjobsget
job.monetary policy encouraged and help in creating a many jobs in a

different sectors of the economy.

g. Neutrality of money:economist such aswickstedrobertson have always
considered money as a passive factor. According to them money should

payonlyaroleofmediumofexchangeandnotmorethanthat.

h. Equalincomedistribution:manyeconomicsusedtojustifytheroleofthemonet

arypolicyismaintainingeconomicequality.
Impactofmonetarypolicyonbusiness

> Controlinflation:theprimaryimpactofmonetarypolicyisoninflation. The




goal of monetary policy is control to inflation or the value of
currency.wheninflationrisestheRBlwantstoraisetheinterestrates. Highinflat

ion makes a cost of goods sold higher.

Interestrate:monetarypolicydirectlyimpactsoninterestrate. Thecentralbankr
aisesorlowertheprimerateorinterestratethecentralbankloans money to
other banks has a tool to impact the economy. Interest rate
chargedonloans,creditcardsandanyotherfinancialvehiclesthatistied to a

prime rate.

Business cycle:the monetary policy is minimise the speed and severity
of these expansion and contractions to maintain the steady growth or

decrease a negative contraction.

Spending: monetary policy impacts the amount of money spent in an
economy.Whenyoucentralbankdecreasesinterestrates,moremoneyis

typically spend in an economy. This increase in spending can equateto
better overall health for a economy.Likewise, when interest rate

increased,spendingdeclines,thiscartailinflation.

Employment:employmentlevelrelatestothehealthofaneconomy. Wheninflat
ion is low and an economy is stable or in an expansionary phase,
employmentlevelarehigherthanwheninflationishighandaneconomy is in a
contraction phase. Changes in monetary policy that maintain

economicstabilityandminimiseinflationtendtokeepunemploymentlow.

Creditcontrolmeasuresofmonetarypolicy

thecreditcontrolmeasurescanbe broadlyclassifiedto two categories.

Quantitativemeasures(or)generalcreditcontrols

Qualitativemeasures(or)selectivecreditcontrols




A. quantitativemeasures(or)generalcreditcontrols:-

a) Bankratepolicy:thebankrateistheofficialinterestrateatwhichRBI

b)

d)

rediscountstheapprovedbillsheldbycommercialbanks.Forcontrolling the
credit, inflation and money supply, RBI will increase the bank

rate.currentbankrateis6%.

Openmarketoperations:OMOtheopenmarketoperationsrefertodirectsales
and purchase of securities and bills in the open market by reserve

bank.Theaimistocontrolvolumeofcredit.

Cash reserve ratio: cash reserve ratio refers to that portion of total
deposits in commercial bank which it has to keep with RBI as cash

reserves.Thecurrent cashreserveratiois 4%.

Statutoryliquidityratio:itreferstothatportionofdepositswiththeof
deposits with the banks which it has to keep with itself as liquid assets
(gold, approved govt. Securities etc.) The current SLR is 19.5%. If RBI

wishestocontrolcreditanddiscouragecredititwouldincreaseCRR&SLR

B. Qualitativemeasures(or)selectivecreditcontrols:-

qualitativecreditisusedbytheRBlIforselectivepurposes.Someofthemare

a)

b)

c)

Margin requirements: this refers to difference between the securities

offeredandamountborrowedbythebank.

Consumer credit regulation: this refers toissuingrules regardingdown
paymentsandmaximummaturitiesofinstallmentcreditforpurchaseof

goods.

Guidelines:RBlissuesoral,writtenstatements,appeals, guidelines,




warningsetc. Tothebanks.

d) Rationing of credit: the RBI controls the credit granted / allocated by

commercial banks.

e) Moral suasion: psychological means and informal means of selective

credit control.

f) Directaction:thisstepistakenbytherbiagainstbanksthatdon’tfulfillconditi
onsandrequirements.RBImayrefusetorediscounttheirpapersor
maygiveexcesscreditsorchargeapenalrateofinterestoverandabove

thebankrate, forcreditdemandedbeyondalimit.
Eximpolicy

EXIM policy is also known as foreign trade policy.EXIM policy is renewed
every year on the 31st of march and the revisionrs, improvements and new

proposalsbecomeeffectivefrom1stAprilofeveryyear.

EXIMpolicy refers to the policy measures adopted by a country with
reference to its export and imports. Its regulated by the foreign trade

development and regulation act of 1992
ObjectivesofEXIMpolicy.

To Facilitate Sustained Growth in Exports of The Country So Hard to Achieve

Large Percentage Share in The Global Merchandise Trade

To Provide Domestic Consumers with A Good Quality Goods and Services at
InternationallyCompetitivePriceasWellasACreatingALevelPlayingFieldfor  the

Domestic Produces.

To Stimulate Sustained Economic Growth by Providing Access to An Essential
Raw Materials, Intermediates, Components, Consumable and Capital Goods

Required for AugmentingProduction And Providing Services.

ToEnhancetheTechnologicalStrengthandEfficiencyofindianAgriculture,




IndustriesandServices.

ToGenerateNewEmploymentOpportunitiesandToEncouragetheAttainment of

International Accepted Standards.

To Provide Quality Consumer Products at Reasonable Prices and

EstablishedtheFrameworkforGlobalisation.

ImpactofEximpolicy

a) globalizationofindianeconomy:theEximpolicy1997-02proposedwith
anaimtoprepareaframeworkforglobalizationsofIindianeconomy. This is
evident from the very first objective of the policy, which states. "to
accelerate the economy from low level of economic activities to- high
level of economic activities by making it a globally oriented vibrant
economyandtoderivemaximumbenefitsfromexpandingglobalmarket

opportunities.”

b) Impact on the Indian industry: in the Exim policy 1997-02, a series of
reform measures have been introduced in order to give boost to India’s
industrial growth and generate employment opportunities in non-
agriculturalsector.Theseincludethereductionofdutyfrom15%to10%
underEPCGschemethatenablesindianfirmstoimportcapitalgoodsand
isanimportantstepinimprovingthequalityandproductivityofthelndian

industry.

¢) Impact on agriculture:many encouraging steps have been taken in the
Exim policy 1997-2002 in order to give a boost to Indian agricultural
sector. These steps include provision of additional soil of 1 % for export

of agro products, allowing EOU’s and other units in EPZS in agriculture




sectors to 50% of their output in the domestic tariff area (data) on

payment of duty.

d) Impactonforeigninvestment:inordertoencourageforeigninvestment in

India, the Exim policy 1997-02 has permitted 100% foreign equity
participation in the case of 100% EOUS, andunits set up in EPZS

e) Impactonqualityupgradation:thesoilentitlementofexportersholdingiso

9000 certification has been increased from 2% to 5% of the fob value
ofexports,whichhasencouragedindianindustriestoundertakeresearch

anddevelopmentprogrammersandupgradethequalityoftheirproducts.

f) (f)impactonself-reliance:-theEximpolicy1997-2002successfullyfulfilsone

of the India’s long terms objective of self-reliance. The Exim policy has
achieved this by encouraging domestic sourcing of raw materials, in
order to build up a strong domestic production base. New incentives

addedintheEximpolicyhavealsoaddedbenefitstotheexporters.

Industrialpolicy

industrial policy refers to rules, regulations, principles, policies and

procedures laid down by the government for regulating, developing and

controllingindustrialundertakinginthecountry.

Salientfeaturesofnewindustrialpolicy-1991

a.

promotion of industries in rural areas:
inordertoremovetheregionalimbalances,underthisindustrialpolicyvariousp

rovisionshavebeenmade to encourage industries in rural areas

reservation of small-scale industries: the policy has stated that the
government should keep giving assistance to small scale industries, the

limitforsmallscaleindustrieshavebeenreducedfromRs.3crorestoRs. 1




1.

2,

croresinceDecember 1999

¢. Abolition of industrial licensing: the new industrialpolicyabolishedall
industrial licensing irrespective of the level of investment except for
certain industries related to security and strategic concerns, and social
reasonsnowthereareonlyéindustriesforwhichlicensingiscompulsory as
amended in February 1999. These are alcohol, cigarettes, hazardous
chemicals, drugs and pharmaceuticals, electronics, aerospace and

defenceequipment’s,andindustrialexplosives.

d. MRTPact:intheindustrialpolicy1991,majorchangeshavebeenmadeintheMR
TPact.thenewindustrialpolicyalsostatesthatthegovernmentwill
undertakereviewoftheexistingpublicenterprisesinlowtechnology,small

-scaleandnon-strategicareas.

e. Free entry to foreign investment and technology:the government is
committed to promote increased flow of foreign direct investment
(facilities better technology, modernisation, exports and for providing

products and services of international standards.

Impactofnewindustrialpolicy1991(nip)

Raisingincome:thefirstimportantroleistheindustrialdevelopmentprovidesasecur
e basis for rapid growth of income. The empirical evidence suggests a close
correspondence between the high level of income and industrial

development.Intheindustriallydevelopedcountries.

changing the structure of the economy:in order to develop the economy
underdeveloped countries need structural changes through industrialisation.

Historyshowsthatintheprocessofbecomingdevelopedeconomytheshareof




theindustrialsectorshouldriseandthatoftheagriculturalsectordecline. Thisis

onlypossiblethroughdeliberateindustrialization.

meeting high income demands: beyond certain limits, the demands of
thepeopleareusuallyforanindustrialproductalone.Afterhavingmettheneedsof
food, income of the people are spent mostly on manufactured goods. This
meanstheincomeelasticityofdemandforthemanufacturedgoodsishighand

thatofagriculturalproductsislow

overcomingdeteriorationinthetermsoftrade:underdevelopedcountrieslikeindia
need industrialisation to free themselves from the adverse effects of
fluctuations in the price of primary product anddeteriorationin their terms of
trade.Suchcountriesmainlyexportprimaryproductsandimportmanufactured

goods. The prices of primary products have been falling or are stable whereas

thepriceofmanufacturedproductshavebeenrising.

employmentgeneration:underdevelopedcountrieslikeindiaarecharacterized by
surplus labour and rapidly growing population. To obsorb all the surplus
labouritisessentialtoindustrialisethecountryrapidly.ltistheestablishmentof
industriesalonethatcangenerateemploymentopportunitiesontheaccelerated

rate.

bringingtechnologicalprogress:researchanddevelopmentisassociatedwiththep
rocessofindustrialisation. Thedevelopmentofindustriesproducingcapital
goodsthatismachine,equipmentsetc..Enablesacountrytoproduceavarietyof
goodsinlargequantitiesandatlowcosts,makefortechnologicalprogressand

changeintheoutlookofthepeople.

strengthening the economy: industrialisation of the country can provide the

necessaryelementsforstrengtheningtheeconomy. Theyare:-

e Industrialisationmakespossibletheproductionofgoodslikerailways,

dams,etc...whichcannotbeimported.

e industrializationcanchangethecomparativeadvantageofthecountry




tosuititsresourcesandpotentialitiesofmanpower.

e throughindustrialisationtherequirementsforthedevelopmentof

agriculture can be met.
e Industrialisationisneededtoprovideforthecountry'ssecurity.

Objectivesofnewindustrialpolicy

LEN

rapidindustrializationofthecountry.

!\3

Increaseemploymentopportunitiesinprivatesectors.

o

improvebalanceofpaymentspromotingexports.

4. ensureprofitabilityinthepublicsector.

5. encourageentrepreneur.

6. inviteforeigncapitalforindustrialisationand boostexport.

7. toencourageresearchanddevelopmenttobringinnewtechnology.

Bl

Tolinkindianeconomywithglobaleconomy.

9. increasecompetitionoftheindustry.

10. Rapiddevelopmentofinfrastructure,road,electricity.

Advantagesofnewindustrialpolicy

1. financialstability.

2. upgradingthetechnologyof production.
3. freeflowofcapital.
4. Increasingfactorsofproduction.




5.

6.

increasinginpercapitaincome.

increasinginforeigntrade.

Limitationsofnewindustrialpolicy

DominanceOfMultinationalFirms.
UnsuitableAndinferiorForeignTechnology.
Unemployment.

DilutionOf ThePublicSector.

Social Problems

IncreaseCrimes.

IndustdialSickness

IncreaselnCorruption.




UNIT-5 TECHNOLOGICALMANAGEMENT

Technology is the collection of techniques skills, methods, and processes used
intheproductionofgoodsandservicesorintheaccomplishmentofobjectives.  Such
as scientific investigation.

Technology is the usage and knowledge of tools, techniques,

crafts, systems or methods of organisation.

Bigwood suggests this definition "perfectly describes the concept of

technology as a bridge between science and new products.”

accordingtoJ.KGalbraithdefines"technologyasascientificapplication

ofsystematicorotherororganisedknowledgetopracticaltasks”.

Impact of technologyonbusiness




Customer relations: technology effects the way companies
communicate and establish relationship with their clients.in a fast
movingandbusinessenvironment,itisavitalforthemtointeractwith  the
clients regularly and quickly to gain their trust and to obtain

customer loyalty.

Business operations: with the use of technological innovations,
businessownersandentrepreneurunderstandtheircashflowsbetter, how
to manage their storage cost well and enables you to save time and

money.

corporate culture: technology lets employees communicate and
interactwithotheremployeesinothercountries.Itestablishesclique and

prevent social tensions from arising.

security: modern security equipment enables companies to protect

theirfinancialdata,confidentialbusinessinformationanddecisions.

Researchopportunities:itprovidesavenuetoconductstudiestokeepthem
selvesahead of competitors.It allows companies to virtually travel

into unknown markets.

Corporate
reports:withtechnology,businessenterprisescommunicateeffectively
with their branch officers to deliver quality financial and operational

reports.

Industrial productivity: throughtheuseofbusinesssoftwareprogramsor a
software packages, it automated traditional manufacturing
process,reducelabourcostandenhancemanufacturingproductivity. It

enablescompaniestoincreaseefficiencyandproductionoutput.

Business mobility: technology innovation improvedcompanies’ sales,
services, shorted lead time on receiving and delivering goods and

services.Enablesthemtopenetratemultiplemarketatleastcosts.




i.

Reducing businesscost: smallbusinessownerscanusetechnologyto




reduce a business cost. Business technology help automate back

officefunctions,suchasrecordkeeping,accountingandpayroll.

j. improving communication: business technology can help small
businesses improve their communication processes. Emails, texting,
websitesandpersonalitydigitalproductsapplications,knownasapps’, can

help companies improve communication with consumers.
Managementoftechnology

1. Reduced costs of operations: forexample,dellcomputercorporationused
technology to lower manufacturing and administrative costs, enabling the

company to sell computers cheaper than most other vendors.

2. New product and new market creation: for example, Sony corporation
pioneered the technology of miniaturization to create a whole new class of
portable consumer electronics (such as radios, cassette tape recorders, and cd

players).

3. Adaptation to changesin scale and format: intheearlypart of thetwenty-
firstcentury, companies addressed how small devices such as cell phones,
personal digital assistants (PDAS), and mp3 players could practically become,

as well as howeachproductcouldsupportvariousfeaturesandfunctions.

4. Improved customer service: the sophisticated package-tracking system
developedbyfederalexpressenablesthatcompanytolocateashipmentwhile in
transit and report its status to the customer. With the development of the
worldwideweb,customerscanfindthelocationoftheirshipmentswithouteven

talkingtoafederalexpressemployee.

5. Continuous development of technology: the continuous development of
technology is valuable as long as there is a value for the customers and
therefore the technology management functions in the organisation should be

abletoarguewhentoinvestontechnologydevelopmentandwenttowithdraw.

Interfacebetweentechnologyandbusiness




A. Socialimplementation

1. technologyreachespeoplethroughbusiness.

[

Highexpectation ofconsumers.
3. Systemcomplexity.

4. Social change.

Id

Social system.

B. Economicimplications

—

Increaseproductivity.

(]

Needtospendonresearchanddevelopment.

3. Jobstendtobecomemoreintellectual.

R

Problem oftechno-structure.

Il

needforbio-professionalandmulti-professional.
6. increaseregulationandstiffopposition.

7. insertabledemandforcapital.

8. riseanddeclineofproductsandorganisation.

9. businessboundariesredefined.

C. Plantlevelimplications

A. Technologyandorganisationstructure.

B. fearof risk.




S

m

D

Resistancetochange.

totalqualitymanagement(TQM).

businessprocessre-engineering.

E-commerceande-business.

UNIT:6

. FlexiblemanufacturingsystemFMS).

GLOBALENVIRONMENT




Globalisation refers to the integration of economics and societies all over
theworld.lItinvolvestechnological,economic,politicalandculturalexchangesmade
possible largely by advances in communication, transportation and

infrastructure.

According to Anthony McGrew defines “globalisation is a process which
generates flows and connections, not simply across nation-states and national

territorialboundariesbutbetweenglobalregions,continentandcivilizations”.

according to R.JHolton define "globalisation represents the triumph of

capitalistworldeconomytiedtogetherbyaglobaldivisionoflabour”.
Natureofglobalisation

Liberalisation:it stands for the freedom of entrepreneurs to establish

anyindustryortradeorbusinessventure,withintheirowncountriesorabroad.

freetrade:itstandsforfreeflowoftraderelationsamongallthenations.Eachstate
grantsMFN(most favored nation) status to other states and keeps its business

and trade away from excessive and hardregulatory and protective regimes.

globalisationofeconomicactivity:economicactivitiesarebegovernedbothby the
domestic market and also the world market. It stands for the process of

integratingthedomesticeconomywithworldeconomies.

liberalisationofimportexportsystem:itstandsforliberatingtheimportexportactivi

ty and securing free flow of goods and services across-borders.

privatisation: keeping the state away from ownership of means of production
and distribution and letting the free flow of industrial, trade and economic

activity across borders.

increasedcollaborations:encouragingtheprocessofcollaborationsamongtheentr
epreneurs with a view to secure rapid modernization, development and

technological advancement.




> Economicreforms:encouragingfiscalandfinancialreformswithaviewtogivestreng

thtofreeworldtrade,freeenterprise,andmarketforces.

INTERNATIONALBUSINESS

International business refers to the type of business that conducts
businesstransactionallovertheworld. thesetransactionsincludethetransfer of
goods, services, technology, managerial knowledge, and capital to other

countriesinternationalbusinessinvolvesexportsandimports.

accordingto the Daniels.J,defines "internationalbusiness comprises all
commercial transactions private and government, sales, investments, logistics
andtransportationthattakeplacebetweentwoormoreregions,countriesand

nationsbeyondtheirpoliticalboundaries”.
Challengesofinternationalbusiness

1. compliances and regulations: whether you are small business shipping
homemade handbags through a website of consulting firms offering your
services to multinational corporations, you must understand the and follow
various rules and regulations that govern your goods and services. You must
complywiththattaxlawsandthedifferentcountriesaswellasstatutoryexport

regulations.

2. CultureandLanguage:Oneoftheadvantagesofaglobaleconomyisthatmore small
businessescompete competitively. However, few small businesses are prepared
to handle thecustomer service calls from China, Vietnam and other emerging

markets key to thesuccess of a global competitor.

3. Environmental Impact: Recycling is rapidly becoming a common practice in
moot U.S. compass as business leader realize the impact their behavior on
global environment issues You may be challenged to incorporate successful

recyclingprogrambecausetheymaybecost-prohibitiveorjustinconvenient




4. TechnologyandCommunication:Oneofthebiggestchallengesfacingglobally
competitive marketplaces in communication issues that crop up when
technologydoesn'tkeepupineverynextWhenyourcompanyreliesondisparate
systemsthatcan'tcommunicatewithandother,yourbookkeepinggetabogged

down, and orders slow or case.

5. Cost: This is one of the key factors that will drive you and your company
towardsinternational business. You must calculate all possible costs that may
be incur. Howdo you get the products delivered in the most economical way?
ThisisthequestionthatyoumustfindthemostaccurateanswerforAttheend
ofthedayifthetotalcostwillbemorethanyourexpectationyoumayreconsider

takingtheriskofopeningyourdoortointernationalbusiness

6. PaymentMethodsandCurrencyRate:Theseareotherobstaclesthatthesmall
business owner must address before accepting or placing international orders.
Countriesmayhavedifferentpaymentmethodsthatarelocallypopularbatmay not
be commonly used internationally. In order to secure your business always
selectstheaboutinforyou. Thecurrencyexchangeratesaleofimportance.You must
be aware of the currency exchange rates at the time of buying or selling

products.

7. ChoosingtheRightShippingMethod:Howtoshipthecargoinatimely,safeandcost-
effectivefashion?Whichoptionledbebestforyouandyourgoods:Air,LCL or FCL?
These questions may seemcomplicated if you are new to the shipping
industry.WhengettingstartedyouWanttoreducetheriskandworkwith3PL's
astheyhavethelogisticsexperienceknowledge,andsoftwareasmallcompany

doesnothave,andtheycostlessthanhiringemployeeswithsuchexpertise.
Strategiesforgoingglobal

1. Severecompetitioninhomemarket:Competitionmaybecomemayadriving
forcebehindglobalizationMarketdoesnotnormallymotivatecompaniestoseek
businessoutsidethehomeMarket.UntiltheliberalizationswhichstartedinJuly

1991, thelndianeconomywashighlyprotectedmarket.




2. Limitedhomemarket:Thedomesticcompaniesgoglobalbecauseoflimited home
market:
exampleAutomobile (suzuki) company japan is achieving more profit

andsalesinotherCountrieswhencomparetotheirhomecountry.

3. Political stability v/s political instability: The government policies and
regulationsmayalsomotivateglobalization. ManyCountriesgovernmentgivea
numberofincentivesandotherpositivesupporttoglobalCompaniestoinvestin
theircountry.Similarly,fewcountriespoliticalenvironmentisNotstableinthose

countries doing business is very difficult

4. Availability of technology and managerial competency:Globalization helps
intransferoftechnology.Humanresourceandcapitalfromsurplustotheneeded
placebythiswaytheyachievethebusinessobjectives.

Example:-suzuki had joint venture with maruthi car company indiabecue the

technologyAnd managerial competence

5. Highcostoftransformation:Theamericanbasedoilcompanieshavestarted
theirbranchesinoilextractionCountriesbecauseofhighcostoftransformation due
that many countries they startedTheir business in foreign countries to reduce

cost of transformation

6. Nearness to raw materials:The european companies and american based
companies started their branches inForeign countries where raw material in

availableinordertoreducetransportationcostAndsmoothflowoftheoperation.

7. Availability of human resources:The companies like bpo, kpo and other it
companies enter in to india becauseAvailability of human resource in that way

many companies go global to make use ofHuman and natural resources.

8achievehighrateofprofit: Thedomesticcompaniesmainlygoglobalbecausetoach
ievehighrateofprofit.Domesticmarketislimitedandmorecompletionin
thosecasefirmaprefersglobaltoAchieveprofits.
example:automobile(suzuki)companyjapanisachievingmoreProfitandsales

inothercountrieswhencomparetotheirhomecountry.




9. Expandingofproductioncapacity:Inmanycountriesmarketisverylimitedthemulti
nationalcompaniesliketoyota,Automobiles,pepsi,shell,microsoft,general
electrical, mcdonald have hugeProduction capacity but the domestic market is
limited so they move to global marketAnd increase production, sales and high

rate of profits.

10. Liberalization:Liberalization is the process of eliminating unnecessary
control and restrictions on the smooth functioning of business enterprises.

Abolishingindustriallicensingrequirementsinmostoftheindustries.

11. Increase market share:Global business has certain spin-off benefits to
globalbusinessmayhelptheCompanytoimproveitsdomesticbusiness.Global

business, thus, becomes ofGaining better market share domestically. Further,
exports may have pay-off for thelnternal market too by offering the domestic

market better products

12. Avoid tariffs and import quotas:The global companies take into
consideration of tariffs and quotas before enteringlnto any foreign countries.
Example: china announced less tariff to global companiesBecause of that,

international trade has increased

13. Monopoly:In some cases, global business is a corollary of the monopoly
powerwhichafirmEnjoysinternationally. Monopolypowermayarisefromsuch

factors as monopolizationOf certain resources, patent rights, technological
advantage, product differentiation etc. Such monopoly power need not
necessarily be an absolute one but even a dominantPosition may facilitate

globalization.

Advantages of globalization

1. Easygrowthintechnology:Globalizationhelpsinthemovementoftechnologyfrom
advancedcountriestotheDevelopingcountries,sowethelatterimplement

themintheirowncountriesaspartofDevelopingprogram.




2. Flowofcapital:Acountrysufferingfromneedoradequacyofcapitalcanbe
financedbyacountry,whichHasgotsurplusofit,throughglobalization. Thusit

helpsinfreeflowofcapitalfromoneCountrytoanother.

3. Wider market:Expand the market free flow of capital along with the
technology helps the developingCountries to boost up their industries in their

countries.

4. Increasinglivingstandards:Furtherglobalizationreducespricesandtherebyenh

ancesconsumptionandlivingstandardsofpeopleinallthecountriesofthe world.

5. Increasingjobopportunities:Ashiftinthemanufacturingfacilitiesfromonecount
ry to another country, where it isAvailable at low cost and other similar
reasons, provide employment opportunities in theCountry where it has been
shifted.

6. Effectsoneconomicgrowthfrominflationisreduced:Globalcompetitionandimpo
rts keep a lid on prices, so inflation is less likely toDerail/harm economic

growth.

7. Optimum and proper utilization of resources:Human resources natural
resources and capital resources to provide contributes towardsThe balanced

human development across the globe.

8. More products
availability:Differentcountriesarerichindifferentfactorsofproductionlikerawmat
erials,cheaplLabour,goodclimateconditions,technology etc. And create more

products.

9. Decreasesthediscriminationamongthenations:Itbuildsgoodrelationship

between among the nations.

10. Increase unity among the nations:Results of globalization like balanced

industrial,socialandeconomicdevelopmentoftheWorldnations.

11. Divisionoflabourandspecializationormoreproductsavailability:To




promotetalentanddivisionoflabourdifferentcountriesinexportdifferentproducts
Example: kenya specialist in tea.
Brazil specialist in
coffee.Japanspecialistinautomo

bile. India famous in textiles.

12. Culturaltransformationorexchange:Culturalexchangeispossiblethroughglob
alizationsitisreducesthephysicaldistanceandPavethewayforexchange

ofviews,opinions,ideasandthoughtsetc.
Disadvantagesofglobalisation

1. Government policy and procedure: government policy and procedures in
IndiaAre among the most complex, confusing and cumbersome in the world.
Government policy and the bureaucratic culture in india in this respect are

notThat encouraging.

2. Highcost:highcostofmanyvitalinputsandotherisgenerallyotherfactors
likeRawmaterialsandintermediaries,power,finance,infrastructuralfacilities
likePort, etc., tend to reduce the international competitiveness of the Indian

business.

3. Poor infrastructure: infrastructure in the country is generally inadequate
andInefficientandtherefore,verycostly,thisisaseriousproblemaffectingthe

Growth as well as competitiveness.

4. Obsolescence:thetechnologyemployed,modesandstyleofoperation,etc.,

inGenerally,obsoleteandtheseseriouslyaffectthecompetitiveness.

5. Resistance to changes: there are several socio-political factors whole
resistChange and this comes in the way of modernization and efficiency
improvement.Technological modernization is resisted due to fear of

unemployment.

6. Poorqualityimageandsupplyproblem:duetovariousreasonsthequality

ofManyproductsispoor.Evenwhenthequalityisgood,thepoorquality




imagelndiahasbecomeahandicap.

7. Trade barriers: although the tariff barriers to trade have
beenprogressivelyReduced,thankstothegatt/wto,thenon-tariffbarriershavebeen
increasingParticularlyinthedevelopedcountries.Further,thetradingblocs

.couldalsoadverselyaffectindia'sbusiness.

8. Small size and lack of experience: because of the small size and the low
levelOf resources in many cases indian firms are not able to compete with the
giants ofOther countries. Even the largest of the indian companies are small

compared toThe multinational giants.

9. Takeover of national firms: there are a large number of cases of takeover
ofNational firms by foreign firms. In some cases, the domestic firms had to
handoverthemajorityofequitytoforeignpartnersofjointventuresduetotheir

inabilitytoBringinadditionalcapital.

WORLDTRADEORGANISATION(WTO)

TheWTOwasestablishedonJanuary1,1995.ItistheembodimentOfthe
Uruguay round results and the successor to GATT. 76 governments Became
members of WTO on its first day. It has now 146 members, India Being one of
thefoundermembers.IthasalegalstatusandenjoysprivilegesAndimmunities on
the same footing as the IMF and the world bank. It is composed of the
ministerialconferenceandthegeneralcouncil. Theministerialconference(mc) is
the highest body. It is composed of The representatives of all the members.
The ministerial conference is the Executive of the WTO and responsible for
carrying out the functions of TheWTO. The mc meets at least once every two
years. Thegeneral council (GC) is an executive forum composed
ofRepresentatives of all the members. The GC discharges the functionsOf MC

duringtheintervalsbetweenmeetingsofmc. TheGChasthreeFunctional




councilsworkingunderitsguidanceandsupervisionnamely:
A) councilfortradeingoods.
B) councilfortradeinservices.

C) councilfortraderelatedaspectsofintellectualpropertyrights

Director-general heads the secretariat of WTO. He is responsible For preparing
budgetsandfinancialstatementsoftheWTO.WTOhasNowbecomethethirdpillar

ofunitednationsorganization(UNO)afterWorldbankandinternationalmonetary.

Objectivesof WTO

>

>

Toreducetherestrictionontradeandservicesbarrier
Toraisestandardoflivingofpeoplebelongingtomembercountries
Topromotefullemployment.

Toexpandproductionandtrade.

Tooptimizeutilizationofworldresources.

Toworktowards sustainabledevelopmentandhealthyenvironment gotogather
tosecurebettershareofgrowthisdevelopingcountriesintheworldtrade
toremovemultilateraltradeagreement

Functionsof WTO

1. Resolve the trade disputes: the WTO administers the integrated
disputeSettlement system, which is a central element in providing security
andPredictability to the multilateral trading system, serving to preserve the rights
andObligations of the members of WTO.

2.  Administered and implementing multilateral and plurilateral
tradeAgreements: the WTO facilitates the implementation, administration

andOperationoftheWTOagreementandthemultilateraltradeagreements




andFurthers their objectives. It also provides the framework, for those of its
membersWhohaveacceptedthem, fortheimplementation,administrationand

operationofTheplurilateraltradeagreements.

3. Act as a watch dog of international trade: the WTO is monitors
allinternational trade activities and providing dispute settlement services of

theMember countries

4. Act as a management consultant for world trade: the WTO is
providesTechnicalco-operationmanagementtrainingprogrammetoitsmember
countriesRegarding fiscal policy, monetary policy and other financial policies.

(likeTechnicalco-operation, trainingtomembercountries)

5. Acting as a forum for multilateral trade negotiations: the wto provides
theForumfornegotiationsonmultilateraltraderelationsinmatterscoveredby
itsVarious agreements. It may also, on decision by the ministerial
conference,Provide a forum for further negotiations and a framework for the
implementationOftheirresults,onotherissuesarisinginthemultilateraltrade

relations amongMembers

6. Co-operationwithotherinstitutionslikelMF,IBRD,ILO:theWTOalsoProvidesco-
operation with the international monetary fund, world bank andOther

internationalinstitutions.

7. Overseeing national trade policies: the WTO administers the trade
policy,Review mechanism, which is designed to contribute to greater
transparency andUnderstanding of the trade policies and practices of WTO
members tothelmprovedadherencetotherules, disciplines andcommitments
ofthemultilateralTradingsystemandhencetothesmootherfunctioningofthe

system

8. Maintains trade related data base: the WTO maintains trade data

baserelatedToitsmembercountriesinordertofacilitateinternationaltrade.

TRADINGBLOCKS:[2010/2011-2marks]




Anagreementbetweenstates,regions,orcountries,toreducebarrierstotrade
betweenThe participating regions.A trade block is a type of intergovernmental
agreement or a part of a regional. Intergovernmental

organization.ltreducestradebarriersamongtheparticipatingstates
Objectivesoftradingblocks:
1) toremove traderestrictionsamong membernations

2) toimprovesocial,political,economicandculturalrelationsamongmembernatio

ns
3) toencouragefreetransferofresources.
4) toestablishcollectivebargaining.

5) topromoteeconomicgrowth.

Importantquestions2MARKS
1. Whatisbusinessenvironment?
2. Writethemeaningofinternationalbusiness?
3. Givethemeaningoftechnologicalenvironment.?

4. Whatisnaturalenvironment?




20.

21.

22.

23.

24,

Whatisecosystems?
Givethemeaningoftechnologicalenvironment.
Whatiseconomicplanning?
Writethemeaningofinternationalbusiness?
Whatisbusinessenvironment?
Whatismeantbymicroenvironmentofbusiness?
Whatisglobalization?
Whatismonetarypolicy?
Whatisnaturalenvironment?
Whatiseconomicenvironment?
Whatismonetarypolicy?
Nameanyfourobjectives ofindustrialpolicy.
Nameanyfoursocialimpactsoftechnology.
Whatisglobalization?

ExpandMNCandWTO.
Whatislegalenvironment?
Whatistradingblocs?
Whatcanyoudowhatyoumeanbycapitalism?
Mentionthetoolsoffiscalpolicy?

StatethedifferencebetweenGAATandWTO.

5-and15-marksquestions

Givethemeaningofexternalenvironment.Mentionthetypesofexternalenvironmentandexplain
themicroenvironmentalfactors.

2. Explaintheobjectivesandlimitationsofindustrialpolicy1991.
3. explaintheimpactofnaturalenvironmentonbusinessdecision.
4. Explaintheneed,benclitsandobjectivesofprivatization.

5. Explaintheobjectivesandlimitationsofindustrialpolicy1991.




14,

15.

16.

Explainthefunctionsand principlesof WTO
Definitionofbusinessenvironment.Explainthesignificanceofbusinessenvironment
Explaintheimpactsofindustrialpolicy1991andlimitationsbrieflyexplain.
Explainthefactorsaffectingeconomy.

Explain the impactoftechnologyon business.

Explain the functionsandprinciplesof WTO.

Explainthenatureofbusiness.
Givethemeaningofeconomicenvironmentandexplainthecomponenteconomicenvironment.
Explainthesocialbenefitsoftechnologicalenvironment.

Discusstheconceptof naturalenvironment”.
Writethefeaturesofbusinessenvironment.
BrieflyexplaintheobjectivesofEximpolicy.

Explaintheconceptof naturalenvironment”.




