Business Environment PYQ 2016

Q1. What do you mean by business environment? What are the internal and external factors
affecting business environment?

Ans. Business environment refers to the various internal and external factors that affect the
operations and performance of a business. It encompasses all the conditions, events; and
circumstances that affect a business’s ability to operate and compete in the marketplace.

Internal factors affecting the business environment include:

Company culture: The values, beliefs, and practices of the company’s employees and management
can impact its success.

Human resources: The skills, knowledge, and productivity of employees can impact the company’s
ability to meet its objectives.

Financial resources: The company’s financial strength, including its revenue, profits, and cash flow,
can impact its ability to invest and grow.

Organizational structure: The company’s structure;including its hierarchy, reporting lines, and
decision-making processes, can impact its efficiency and effectiveness.

External factors affecting the business environment include:

Economic conditions: Economic factors.such as inflation, interest rates, and unemployment rates can
impact a business’s ability to operate profitably.

Technological changes: Advances in technology can create opportunities for innovation and growth,
but they can also disrupt established industries and business models.

Legal and regulatory environment: Laws and regulations, such as labor laws and environmental
regulations, can impact a business’s operations and profitability.

Competition: The intensity of competition in the marketplace can impact a business’s ability to
attract customers and generate revenue.

Socio-cultural factors: The social and cultural norms and values of the communities in which a
business operates can impact its reputation and success.

Overall, the business environment is complex and dynamic, and it requires businesses to adapt to
changing conditions and challenges in order to succeed. By understanding the internal and external
factors affecting their business environment, companies can develop strategies to mitigate risks,
capitalize on opportunities, and achieve long-term success.

OR



Q1 Explain the concept of environmental analysis .Discuss the process of strategic management
highlighting the role of environmental analysis.

Ans. Environmental analysis refers to the process of assessing and evaluating the various internal and
external factors that affect an organization's ability to operate and compete in the marketplace. The
purpose of environmental analysis is to identify the opportunities and threats that a company faces,
and to develop strategies to exploit the opportunities and mitigate the threats.

The process of strategic management involves the following steps:

Environmental analysis: The first step in strategic management is to conduct an environmental
analysis to identify the opportunities and threats that the company faces. This involves analyzing
both internal and external factors, including the company's strengths and weaknesses, the
competitive landscape, and the broader economic, political, and social environment.

Strategy formulation: Based on the results of the environmental analysis, the company formulates a
strategy to achieve its objectives. This involves setting goals and objectives, identifying target
markets, and developing strategies to differentiate the company from its competitors.

Strategy implementation: Once the strategy has been formulated, the company‘must implement it
effectively. This involves developing detailed plans and allocating resources to achieve the company's
goals and objectives.

Evaluation and control: The final step in the strategic'management process is to evaluate the
effectiveness of the strategy and to make any necessary adjustments. This involves monitoring the
company's performance and making changes as'needed to ensure that the company stays on track to
achieve its objectives.

Environmental analysis plays a critical role in'the strategic management process by providing the
information and insights that'the company needs to develop a successful strategy. By analyzing both
internal and external factors, the company canidentify the key drivers of success and develop
strategies to capitalize on them. Environmental analysis also helps the company to anticipate and
mitigate potential risks and challenges, ensuring that the company is well-positioned to adapt to
changing market conditions and emerging trends. Overall, environmental analysis is a vital
component of strategic management, providing the foundation for success in today's complex and
dynamic business environment.

Q2. What do you mean by mixed economy? Explain the features, merits, and demerits of mixed
economy.

Ans. A mixed economy is an economic system that combines elements of both capitalism and
socialism. In a mixed economy, the government and private sector work together to ensure that the
economy operates effectively and efficiently.

Features of mixed economy:

Public and private ownership: In a mixed economy, both public and private ownership of assets and
resources exist.



Government intervention: The government plays an active role in regulating and controlling the
economy, but private enterprise is allowed to operate.

Price mechanism: The price mechanism operates to allocate resources in the economy, but the
government may intervene to prevent market failures.

Freedom of choice: Individuals and firms have the freedom to make economic decisions and choices,
but the government regulates and controls economic activity to ensure that it benefits the society as
a whole.

Merits of mixed economy:

Economic stability: A mixed economy can provide a stable economic environment, as the
government can intervene to prevent economic crises.

Social welfare: The government can ensure that social welfare is provided to.all members of society,
including the disadvantaged and marginalized.

Flexibility: The mixed economy can adapt to changing circumstances and adjust policies to address
new challenges.

Demerits of mixed economy:

Inefficiency: Government intervention can lead to inefficiencies; as bureaucracy and regulation can
be cumbersome.

Inequality: The mixed economy can lead to inequality, as.the government may not always provide
equal opportunities to all members of society.

Lack of innovation: The mixed economy. can stifle innovation, as the government may not provide
sufficient incentives for private enterprise to innovate.

In summary, a mixed economy.is.an economic system that combines elements of both capitalism and
socialism. The government.and private sector work together to ensure that the economy operates
effectively and efficiently. While the mixed economy has many advantages, it can also have some
drawbacks, includingiinefficiency, inequality, and lack of innovation.

OR

Q2 What is liberalization? Explain the impact of economic liberalization on modern day business in
India.

Ans. Liberalization refers to the process of reducing government restrictions on economic activity
and increasing economic freedom for individuals and businesses. It typically involves deregulation,
privatization, and opening up markets to foreign competition.

In India, economic liberalization began in 1991 with a series of economic reforms aimed at opening
up the Indian economy to the rest of the world. The reforms included the dismantling of trade
barriers, privatization of state-owned enterprises, and deregulation of industries.

The impact of economic liberalization on modern-day business in India has been significant. Some of
the key benefits of liberalization include:



Increased foreign investment: Liberalization has attracted foreign investment to India, which has
helped to create jobs and stimulate economic growth.

Greater competition: Liberalization has opened up markets to foreign competition, which has
encouraged domestic firms to improve their products and services in order to compete.

Higher efficiency: Liberalization has led to greater efficiency in industries, as firms have been forced
to streamline their operations in order to remain competitive.

New opportunities: Liberalization has created new opportunities for businesses in India, particularly
in the areas of information technology and other service industries.

However, liberalization has also had some negative effects, including:

Inequality: Liberalization has contributed to growing income inequality indndia, as the benefits of
economic growth have not been shared equally.

Job displacement: Liberalization has led to job displacement in certain industries, particularly those
that were heavily protected by the government.

Environmental degradation: Liberalization has led to increased environmental degradation, as firms
have been allowed to operate with fewer environmental regulations.

In conclusion, economic liberalization has had a significant impact on modern-day business in India.
While it has brought many benefits, including increased foreign investment, greater competition, and
higher efficiency, it has also had some negative effects, including growing income inequality, job
displacement, and environmental degradation:

Q3 What is Human development? How human development promote business? Discuss.

Ans. Human development refers to the process of expanding people's freedoms and opportunities,
and improving their well-being through access to education, health care, and other social services. It
aims to create an environment where people can develop their full potential and lead fulfilling lives.

Human development promotes business in several ways. Firstly, it creates a more educated and
skilled workforce, which is essential for businesses to innovate and remain competitive in a rapidly
changing economy. When people have access to education and training, they are better able to
adapt to new technologies and work effectively in different industries.

Secondly, human development creates a larger consumer market, as people have more income and
purchasing power. This provides businesses with new opportunities to expand their customer base
and increase sales.

Thirdly, human development can improve the overall business environment by reducing social
inequalities and creating a more stable and prosperous society. When people have access to basic
social services such as health care and education, they are more likely to participate in the economy
and contribute to its growth.

Finally, human development can help to foster entrepreneurship and innovation by providing people
with the skills and resources they need to start their own businesses. When people have access to
capital, training, and support services, they are more likely to take risks and start new ventures.



In conclusion, human development is essential for promoting business growth and economic
development. By expanding people's freedoms and opportunities, it creates a more educated and
skilled workforce, a larger consumer market, a more stable and prosperous society, and fosters
entrepreneurship and innovation.

OR

Q3. What is meant by cultural conformity? Elucidate the cultural factors that play a-vital role in
creating opportunities and chaos in business

Ans. Cultural conformity refers to the tendency of individuals to conform:to the cultural norms and
values of their society or group. It is a social pressure that encourages peopleto behave in ways that
are consistent with the expectations of their cultural environment.

Cultural factors play a vital role in creating both opportunities and chaos in business. On the one
hand, cultural values and beliefs can create opportunities for businesses by shaping consumer
preferences and behaviors. For example, in a culture that values health and wellness, there may be
opportunities for businesses that offer healthy food and exercise products.

On the other hand, cultural differences can also create chaos for businesses, particularly in
international markets. For example, cultural differences in communication styles, business practices,
and ethical norms can create misunderstandings and conflict between businesses and their
customers or partners.

Some of the cultural factors that play avital role in creating opportunities and chaos in business
include:

Cultural values and beliefs: Cultural values and beliefs shape consumer preferences and behaviors.
Businesses that understand.and cater to these values and beliefs can create opportunities for
themselves.

Language and communication: Language and communication styles can vary greatly between
cultures. Businesses that can effectively communicate with customers and partners in different
cultures can create opportunities for themselves.

Business practices: Business practices can also vary greatly between cultures. Understanding and
adapting to the business practices of different cultures can help businesses succeed in international
markets.

Ethics: Ethics and ethical norms can also vary between cultures. Businesses that are sensitive to
these differences and operate ethically can build trust with their customers and partners.

In conclusion, cultural conformity is the tendency of individuals to conform to the cultural norms and
values of their society or group. Cultural factors play a vital role in creating opportunities and chaos
in business by shaping consumer preferences and behaviors, communication styles, business
practices, and ethical norms. Businesses that understand and adapt to these cultural factors can
succeed in international markets and build strong relationships with their customers and partners.



Q4. Political and legal forces exercise a deep influence on business". Discuss with suitable
examples

Ans. Political and legal forces are important external environmental factors that can significantly
impact businesses. These factors can create opportunities for growth as well as pose significant
challenges that can disrupt operations. Here are some examples:

Changes in government regulations: Governments can pass laws and regulations that impact the
way businesses operate. For example, the Indian government passed the Goods and Services Tax
(GST) which impacted the pricing of goods and services, supply chain, and inventory management.

Trade policies: Governments can restrict or promote international trade, which can significantly
impact businesses. For instance, changes in import tariffs can impact the cost of raw materials.or
finished products, which in turn can impact pricing and profitability.

Political instability: Political instability can disrupt businesses by creating uncertainty, instability, and
potentially damaging the reputation of businesses. For example, in.countries like Syria, Yemen, and
Afghanistan, prolonged political unrest has led to a breakdown in/law and-order, causing businesses
to shut down.

Bribery and corruption: Bribery and corruption can be a significant challenge for businesses
operating in certain countries. Bribery and corruption can increase the cost of doing business, erode
trust in institutions, and harm a company's reputation.

Intellectual property laws: Intellectual property laws providelegal protection for businesses'
intellectual assets such as patents, trademarks, and copyrights. These laws ensure that businesses
can profit from their innovations and ideas. In India, the introduction of the Intellectual Property
Rights (IPR) laws provided a‘legal framework for the protection of intellectual property and
encouraged innovation.

In summary, political and legal forces are crucial external environmental factors that impact
businesses. They can create opportunities for growth or pose significant challenges that can disrupt
operations. It is essential for businesses to stay up-to-date on political and legal changes to anticipate
and manage risks effectively.

OR

Q4. What is meant by state intervention? Explain the extent of state intervention in India since
independence.

Ans. State intervention refers to the involvement of the government in the economic and social
affairs of a country, with the aim of regulating and controlling business activities to ensure that they
align with national interests and goals.

In India, the extent of state intervention has been significant since independence. The government
has played an active role in various sectors such as agriculture, industry, and infrastructure, and has
implemented several policies to regulate and promote economic growth.



Some examples of state intervention in India are:

Industrial licensing policy: The government implemented an industrial licensing policy in 1956 to
regulate the establishment and expansion of industries. Under this policy, industries were required
to obtain a license from the government before starting operations.

Import substitution policy: In the 1960s and 1970s, the government implemented an import
substitution policy to promote self-sufficiency in industries. This policy restricted the import of goods
that could be produced domestically and provided incentives to domestic producers.

Economic liberalization: In the 1990s, the government implemented economic liberalization policies
to promote globalization and liberalize trade and investment. This led to the dismantling of many
regulations and restrictions on businesses.

Goods and Services Tax (GST): The introduction of GST in 2017 is another example of state
intervention. GST is a value-added tax that replaced multiple indirect taxes and streamlined the tax
system in India.

Overall, state intervention in India has played a significant role in shaping the business environment
and promoting economic growth. However, the extent and effectiveness.of state‘intervention remain
a subject of debate and scrutiny.

Q5 Write short notes on any two :
(i) Diffusion of Technology

Ans. Diffusion of technology.refers to the process by which a new technology is adopted and spreads
throughout a population or market. Itis.the rate at which innovation is adopted by consumers or
businesses, and it plays a significant role in shaping markets and driving economic growth.

The diffusion of technology is influenced by various factors, such as the relative advantage of the
technology, its compatibility with existing technologies and social norms, the complexity of the
technology, and its observability. Innovations that offer a clear advantage over existing technologies,
are easy to use, and can be easily observed tend to diffuse more quickly.

Technology diffusion has had a significant impact on various industries, such as telecommunications,
healthcare, and energy. For example, the rapid diffusion of mobile technology has transformed the
telecommunications industry and enabled new business models such as e-commerce, while the
adoption of digital technologies in healthcare has led to significant improvements in patient care and
outcomes.

The diffusion of technology is an important area of study for businesses as it helps them understand
the adoption patterns of their products and services, and devise appropriate marketing and sales
strategies. It also enables businesses to stay competitive and adapt to changing market conditions.

(ii) Technological Leadership



Ans. Technological leadership refers to the ability of a company or a country to lead or dominate in
the development and deployment of new technologies. Technological leadership can be achieved
through innovation, research and development, and investments in new technologies.

Technological leadership provides a company or a country with a competitive advantage in the global
market. It helps companies to create new products and services, improve existing products and
services, reduce costs, increase productivity, and enhance efficiency. Technological leadership also
helps countries to strengthen their economies and create new jobs.

Companies that establish technological leadership in their respective industries tend to have higher
profits and market share. They also tend to attract the best talent in the industry, which further
enhances their ability to innovate and develop new technologies. Examples of companies that have
established technological leadership include Apple, Google, Amazon, and Tesla.

Countries that establish technological leadership tend to have strong research.and development
capabilities, a highly skilled workforce, supportive government policies, and a conducive
environment for innovation and entrepreneurship. Examples of countries that have established
technological leadership include the United States, Japan, South Korea; and Germany.

Technological leadership is important for companies and countries to remain competitive in the
global market and to drive economic growth and development:

(iii) Technology Absorption

Ans. Technology absorption refers to the process by which a company or a country acquires and
adopts new technologies from external sources. The goal of technology absorption is to enhance a
company's or a country's competitiveness, productivity, and growth by incorporating the latest and
most advanced technologies intoits operations.

Technology absorption involves acquiring knowledge, skills, and expertise necessary to implement
and use new technologies effectively. This may involve sending employees for training and education,
collaborating with«universities.and research institutions, forming partnerships and alliances with
other companies, and investing in research and development.

The benefits of technology absorption include increased efficiency, productivity, and quality, as well
as reduced costs and improved customer satisfaction. It also helps companies and countries to stay
competitive.in the global market and to drive economic growth and development.

Countries that have successfully absorbed and adopted new technologies have seen significant
economic benefits. For example, South Korea and Taiwan have transformed themselves into high-
tech powerhouses by embracing new technologies and establishing strong research and
development capabilities.

Technology absorption is particularly important for developing countries that lack the necessary
infrastructure, expertise, and resources to develop new technologies on their own. By absorbing and
adopting new technologies from developed countries, these countries can enhance their
competitiveness, create new jobs, and drive economic growth and development.



In summary, technology absorption plays a vital role in enhancing a company's or a country's
competitiveness, productivity, and growth. It is essential for staying ahead of the competition and
driving economic progress.

(iv) Natural Environment

Ans. The natural environment refers to the physical surroundings, natural resources, and ecosystems
that exist on Earth. It includes everything from air, water, and soil to plants, animals, and
microorganisms. The natural environment plays a critical role in sustaining life on Earth.and
supporting economic activities.

Human activities have a significant impact on the natural environment, and the health of the
environment can have consequences for human well-being and business operations. Thus, it is
essential for businesses to consider environmental factors while making decisions.

Environmental factors include climate change, deforestation, air and water pollution, waste disposal,
depletion of natural resources, and the use of environmentally friendly products and processes.
Businesses are increasingly recognizing the importance of environmental sustainability and are
adopting sustainable practices to minimize their impact on the environment.

Some benefits of adopting sustainable practices include improved brand image, reduced operating
costs, increased employee engagement and productivity; and reduced legal and regulatory risks.
However, implementing sustainable practices can also come with challenges such as higher initial
costs, complex supply chains, and resistance from stakeholders.

Overall, the natural environment is a critical factor that businesses must consider to ensure long-
term success and sustainability.



