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business,industrialpolicyof1991.

UNIT5:TECHNOLOGICALENVIRONMENT

Meaning,features,impact of technology on business,management of

technology

UNIT6:GLOBALENVIRONMENT

Natureofglobalization,challengesofinternationalbusiness,strategiesforgoing

global,WTO,Tradingblocksinbrief.

UNIT:1 BUSINESSENVIRONMENT

INTRODUCTION

Theconceptofbusinesshasemerged,eversincetheexchangeactivitytook

placeorfrom thestageofbartereconomyin theeconomicprocess.The

businessisanactivitywhichisprimarypursuedwiththeobjectofearningprofit.

Abusinessactivityinvolvesproduction,exchangeofgoodsandservicestoearn

profitorearnaliving.

Theword ‘business’literallymeansastateofbeing busy.Everypersonis

engagedinsomekindofoccupation,afarmerworksinthefield,aworkerworks

inthefactory,aclerkdoeshisjobintheoffice.Theearntheirlivelihood.While

doing some work. Business comprises all profit-seeking activities and

enterprisesthatprovidegoodsandservicesnecessarytoaneconomicsystem.

Meaning

Ingeneraltermsbusinessisnothingbutbuyingandsellingofgoodsinthe

marketatareasonableprice.

Businessisaneconomicactivity,whichisrelatedwithcontinuousandregular
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productionanddistributionofgoodsandservicesforsatisfyinghumanwants.

Itisaprocesswherethegoodsandservicesareexchangeamongbuyersand

sellersformoneyorprofit.

Definition

According to Stephenson defines business as”the regularproduction or

purchaseandsaleofgoodsundertakenwithanobjectiveofearningprofitand

acquiringwealththroughthesatisfactionofhumanwants.”

“Businessisthatcomplexfieldofacommerceandindustryinwhichgoodsand

servicesarecreatedanddistributedforthesakeofearningprofitwithinaframe

workoflawsandregulation”.

Scope

Business is an integralpartofmodern society.Itis an organizied and

systematizedactivityforprofit.

1.Improvementinstandardofliving:-Businesshelpspeopleingeneraltoimprove

theirstandardofliving.

2.Properutilizationofresources:-itleadstoeffectiveutilizationofthescarce

resourcesofsociety.Itprovidesfacilityofmassproduction.

3.Betterqualityandlargevarietyofgoodsandservices:-itinvolvesproduction,

purchaseandsaleofgoodsandservicesforprice.Customersatisfactionisthe

backboneofmodernbusiness.Servicessuchassupplyofwater,electricityetc.

4.Createsutilities:-businessmakesgoodsmoreusefultosatisfyhumanwants.It

addstoproductstheutilitiesofperson,time,place,knowledgeetc.thus,people

areabletosatisfytheirwantseffectivelyandeconomically.

5.Employmentopportunities:-Itprovides employmentopportunities to large

numberofpeopleinsociety.

6.Workerswelfare:-businessorganizationsthesedaystakecareofvarious
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welfareactivitiesforworkers.Theyprovidesaferandhealthierworkenvironment

foremployees.

Objectivesofbusiness

1.Profitmaking

2.Growth

3.Power

4.Employeesatisfactionanddevelopment

5.Qualityofproductandservices

6.Marketleadership

7.Challenging

8.Servicetosociety

9.Goodcorporatecitizenship

1.Profitmaking:profitis the backbone ofanybusiness.Withoutwhich no

businesscansurviveinacompetitivemarket.Profitisthemainmotivator,

strongsustainerandjudiciousallocatorofresources.ithelpstothebusiness

mennotonlytoearntheirlivingbutalsotoexpandtheirbusinessactivitiesby

reinvestingapartoftheprofit.

2.Growth:growthisanotherprimaryobjectiveofbusiness.Itshouldgrow inall

directionsoveraperiodoftime.Someofthestrategiesadoptedtoachieve

growth.Theyare:

i.Addmoreandmoreproducts.
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ii.Integrationforwardorbackward.

iii.Increasemarketshare.

iv.Diversifybusinessintonewareas.

v.Expandmarkets.

vi.Increaseproductivity.

3.Power:businesshasvastresourcessuchasmoney,materials,menandknow-

how.Theseresourcesconferenormouseconomicandpoliticalpoweronowners

andmanagersofbusinessventure.

4.Employee satisfaction and development:employee satisfaction covers the

basicconcernsandneedsofemployees.concernforemployeesshouldbean

importantaspectinspiteofautomationofbusiness.Businessconcernwhich

attachutmostimportanttoemployee’ssatisfactioncansurvive.

5.Qualityofproductsandservices:theimportantobjectiveofbusinessisto

providingSandstayedaheadofothersonthemarket.Thequalityearnsbrand

loyalty,avitalingredientofsuccess.

6.Marketleadership:thisisanothermajorobjectiveofbusinesstoearnashare

positioninthemarket,innovationisthekeyfactor,innovationmaybeproduct,

advertising,andinanyfield.

7.Example:SUMSUNGSmartphone

8.Challenging:businessoffersvastscopeandformidablechallenges.Thereal

worthofanindividualistestedmoreinbusinessthaninanyotherprofession.

9.Servicetosociety:businessisapartofsocietyandhasseveralobligations

towardsit.Thefollowingare:

i.Providingsafeandqualityofgoodsatreasonableprice.

ii.Providingemployment.
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iii.Patronizingcultureandreligiousactivities.

iv.Maintainingandprotectingenvironment.

10.Creationofjoy:itisthroughbusinessstrategiesknow ideas&innovationare

givenashapeandareconvertedintousefullproductsandservicesforthe

benefitofcustomers.

11.Goodcorporatecitizenship:citizenshipimpliesthatthebusinessunitcomplies

withtherulesoftheland,paytaxestothegovernmentregularlydischargesits

obligationtosocietyandcaresforitsemployeesandcustomers.

BUSINESSENVIRONMENT

MeaningofEnvironment:

Itis the sum ofallliving and nonliving things thatsurround an

organism orgroupoforganisms.Environmentincludesallelementsfactors&

conditionsthathave some impacton the growth &developmentofcertain

organism.

MeaningofBusinessEnvironment:

Businessenvironmentreferstoallthoseinternal&externalfactorsthat

influenceonthebusiness.Itincludesnumberoffactorswhichinfluenceonthe

business.somefactorsarefavorable,somefactorsareneutral.

Businessenvironmentisasetofbothinternalandexternalfactorslike

suppliers,customers,competitors,technological,socio-economic,etc.,these

factorsareinfluencethebusinessactivities.

Definition:
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AccordingtoWilliam F.Glucck,“businessenvironmentastheprocessby

which strategists monitor the economic,governmental,market,supplier,

technological,geographicandsocialsettingstodetermineopportunitiesand

threatstotheirfirms”.

Components/Types/ElementsofBusinessEnvironment:

COMPONENT OF BUSINESS

ENVIRONMENT

InternalEnvironment ExternalEnvironment

MicroenvironmentMacroEnvironment

1.Valuesystem

2.Mission&objectiveofthebusiness 1.Customers 1.Economic

environment

3.Organizationalstructure 2.Competitors 2.Political&legal

environment

4.Financialcapability 3.Suppliers 3.Socio-cultural

environment

5.Humanresourcemanagement 4.Marketintermediaries 4.Naturalenvironment

6.Marketingcapability 5.Public 5.Demographic

environment
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6.Technologicalenvironment

7.Internationalenvironment

INTERNALENVIRONMENT

1.VALUESYSTEM:thevaluesystem ofthefounders,boardofdirectors,managers,

workersoftheorganizationhasimportantbearingonthestrategiesofthe

organization.

2.MISSIONANDOBJECTIVESOFTHEBUSINESS:missionisastatementwhich

definestherolethatanorganizationplaysinasociety.objectivesrepresenta

managerialcommitmenttoachievespecifiedresultsinspecifiedperiodoftime.

firms’priorities,development,policiesareguidedbythemission&objectivesof

theorganization.

3.ORGANIZATIONALSTRUCTURE:organizationalhierarchytheauthoritywhich

flowsfrom toptobottom.Ithelpstofacilitatequickdecisionmaking.

4.FINANCIAL CAPABILITY:financialfactors like financialpolicies,financial

positionandcapitalstructureetc.affectcorporatestrategiesanddecisions.

5.HUMANRESOURCEMANAGEMENT:thecharacteristicsofthehumanresource

likeskill,quality,morale,attitude,knowledgeetc.couldcontributetothestrength

andweaknessofanorganization.

6.MARKETINGCAPABILITY

7.OPERATIONALCAPABILITY

8.MANAGERIALPOLICIES

9.BRANDIMAGE&CORPORATEIMAGE

10.RESEARCHANDDEVELOPMENTCAPABILITY
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EXTERNALENVIRONMENT

I. MICROENVIRONMENT

Themicroenvironmentofacompanyconsistsofelementsthatdirectly

affectthecompany.Itincludessuppliers,customers,marketintermediaries,

competitorsandcustomersetc.

1)CUSTOMERS: customers are the people who pay money acquire an

organization’sproducts.Orthosebuyer&ultimateconsumerneedsrelatingto

theproductorservicesitisintendedtomeet.

2)COMPETITORS:competitorsaretheotherbusinessentitiesthatcompetefor

resources.Thefirm’scompetitorsincludenotonlytheotherfirmswhichmarket

the same on similarproducts butalso allthose who complete forthe

discretionaryincomeoftheconsumers.

3)SUPPLIERS:suppliersfrom animportantcomponentofthemicroenvironment.

Thesuppliersareprovidinganykindofmaterialtothebusinessforitssmooth

functioninglikerawmaterial,equipment’s,servicesetc.,

4)MARKETINTERMEDIARES:marketintermediariesincludeagentsandbrokers

whohelpthecompanytofindcustomers.Itisalinkbetweencompanyand

customer.

5)PUBLIC:publicisanygroupthathasactualorpotentialinterestinthebusiness.

Theprospectsofafirm dependuponthesocietyinwhichithastoworkandsell

itsproducts.

II. MACROENVIRONMENT

1)ECONOMICENVIRONMENT:economicenvironmentreferstothoseeconomic

factorswhichhaveimpactontheworkingofbusiness.Thesefactorsinclude

Grossnationalproduct,corporateprofit,inflationrate,balanceofpayment,etc.

2)POLITICAL AND LEGAL ENVIRONMENT:politicalenvironmentrefersto the

influence exerted by the three politicalinstitutions they are;Legislature,
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Executive,Judiciary.Legalenvironmentincludesadoptabilityoflaw andother

legalrules & regulation ofgovernment.Laws which are passed by the

governmentforbusinessoperationiscalledlegalenvironment

3)SOCIO-CULTURALENVIRONMENT:socio-culturalenvironmentreferstosocial

andculturalfactorswhicharebeyondthecontrolofbusinessunits.Suchfactors

includeofpeopletowork,familysystem,castesystem,educationsystem,habits,

language,religion,belief&traditionswithinaparticularsociety.

4)TECHNOLOGICAL ENVIRONMENT:technologicalenvironmentrefers to the

externalfactorsintechnologythatimpactbusinessoperations.Inorderto

surviveintoday’scompetitiveworld,abusinesshastoadopttechnological

changesfrom timetotime.Abusinessmayhavetodramaticallychangetheir

operatingstrategyasaresultofchangesinthetechnologicalenvironment.

5)NATURAL ENVIRONMENT:Naturalenvironmentrefers to geographical&

ecologicalfactorswhicharebeyondthecontroloftheenterprise.Itincludes

natural resources, weather and climatic conditions, landforms, rainfall,

environmentalpollution,etc.

6)DEMOGRAPHICENVIRONMENT:demographicenvironmentreferstothesize,

density,distributionandgrowthrateofpopulation,agecomposition.Allthese

factorshaveadirectbearingonthedemandforvariousgoodandservices.

7)INTERNATIONALENVIRONMENT:Anotherenvironmentalfactorisinternational

orglobalenvironment.Itaffectsthebusinessdirectlyduetoliberalization,Indian

companiesareforcedtoviewbusinessissuesfrom theglobalperspective.

Importantquestions:

1.WhatisbusinessEnvironment?

2.DefineBusinessenvironment
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3.Givethemeaningofinternalandexternalenvironment.

4.Explainthenatureandscopeofbusiness.

5.Brieflyexplaintheobjectivesofbusiness.

6.Discussinbriefthecomponentofbusinessenvironment.

UNIT:2 NATURALENVIRONMENTS

Introduction

Naturalenvironmentalefforts to reference to geographicaland ecological

factorswhichbeyondthecontrolleroftheenterpriseitincludesnaturalsource

weatherclimateconditionsandlandfarmsrainfallsenvironmentalpollutionetc.

Climateandweatherconditionsaffectthelocationofcertainindustrieslike

textileindustries.Environmentalpollutionswatersairandnoisepollutionshave

causeddisturbanceinecologicalbalance.governmenthasfarmedvariousacts

forthecontrolofenvironmentalpollution.Changesintemperaturecanimpact

onmanyindustriesincludingfarmingtourism andinsurance.

Meaningofnaturalenvironmental

Naturalenvironmentare naturally available in the environment.The natural

environmentincludingmineralsforestswaterandlandetc.whichinfluencethe

businessactivities.Theseresourcesarenotmadebyhumanbeings.(OR)

Naturalenvironmentis the environmentwhich include severalnatural

factorslikeclimate,minerals,soil,landforms,riversand oceans,coastlines

etc.Thesenaturalfactorsdirectlyinfluenceonthefunctioningofabusiness.

Componentsofnaturalenvironment

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

toTheUnitedStatesGeologicalSurveyWaterScienceSchool.Theworld’stotal
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watersupplyequatesto332.5millioncubicmiles.Oceansholdaround97%ofall

Earth'swater,whichmeansallbutabout3%ofourwaterissaline.Oftheworld’s

totalfreshwater,69% isfrozeniniceandglaciersandanother30% isinthe

ground.Just0.26%oftheworld’swaterisinfreshwaterlakes.Andonly0.001%

ofallourwaterisintheatmosphere.

2)Atmosphereclimateandweather:Theatmosphereisthelayerofgasesthat

surroundsEarthabovetheairlayer.Itsconditionaffectsourclimate,whichisthe

pattern ofvariation in temperature,humidity,atmospheric pressure,wind,

precipitation,ultravioletlight,andotherclimatevariablesthatoccuroverlong

periods.Dryairconsistsof78%nitrogen21%oxygen1%Argonandotherinsert

gasessuchascarbondioxide.

3) Effect of globalwarming:The effects of globalwarming are the

environmentaland socialchanges caused (directlyorindirectly)byhuman

emissionsofgreenhousegases.Thereisascientificconsensusthatclimate

changeisoccurring,andthathumanactivitiesaretheprimarydriver.Many

impactsofclimatechangehavealreadybeenobserved,includingglacierretreat,

changesinthetimingofseasonalevents(e.g.,earlierfloweringofplants),and

changesinagriculturalproductivity.

4)Ecosystems:anecosystem (alsocalledasenvironment)isanaturalunit

consistingofallplants,animalsandmicro-organismsinanareafunctioning

togetherwithallofthenon-livingphysicalfactorsoftheenvironment.

"Anyunitsthatincludealltheorganismsinagivenareainteractingwiththe

physicalenvironmentsothataflow ofenergyleadstoclearlydefined trophic

structurebioticdiversityandamaterialccycles’(i.e.exchangeofmaterials

betweenlivingandnonlivingparts)withinthesystem inanecosystem."

ImpactonBusiness

1)Manufacturing:Theprocessofconvertingraw materials,components,or

parts into finished goods that meet a customer's expectations or

specifications.(or)itisaprocessofconvertingraw materialsorsemifinished

goodsinto finished goods.InthebusinessExample:acarrequiresforitsa
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manufacturing,labour,factorymachines,iron ,steel,rubberplastic and non-

ferrousmaterials.

2) Mining activity:Mining is the extraction ofvaluable minerals orother

geologicalmaterialsfrom theearth,usuallyfrom anorebody,lode,vein,seam,

reeforplacerdeposit.Thesedepositsform amineralizedpackagethatisof

economicinteresttotheminer.

Example:The petroleum company requires crude oil

whichisextractedfrom theearth.

3)Agriculture:agriculture refers to allofmam's activities related to the

cultivationofthesoilandtothoseactivitiesthataredirectlydependsuponthe

soilsuchastheproductionofvegetables,cropsandfeeding,breeding.The

AgriculturalactivitiesalsoinfluenceonthebusinessactivitiestheGRAcultural

productsaretherawmaterialsforthevariousbusiness.

Example:cottonistheraw materialforgarments

industry.

4)Trade:Itreferstobuyingandsellingofgoodsandservicesfrom onecountry

toanother.tradingactivitiesalsohelpstothebusinesstoselltheirgoodsina

foreigncountries.

Example:Teaisimportsfrom Assam,juteinWestBengal

5)Transportationandcommunication:TheTransportationreferstoprocessof

shippingormovingangoodsfrom productionplacetoconsumptionplace.

Communicationreferstoexchangeoffats,feelings,thoughts,messages from

onepersontoanother.Thetransportationandcommunicationalsoinfluencethe

businessactivities.

6)Technology:Technology is the application ofscientific knowledge for

practicalpurposes,especially in industry.Technology is the collection of

techniques,skills,methods,andprocessesusedintheproductionofgoodsor

servicesorintheaccomplishmentofobjectivesofbusiness.
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UNIT:3 ECONOMICENVIRONMENT

Allthoseeconomicfactorswhichinfluencedirectlyorindirectlyonthe

functioningofbusinessunitbusinessdependsontheeconomicenvironmentfor

allthe neededinput's.economics factors thatinfluence the business unit

currentlythisfactorsincludeasknationalproductcorporateprofitsinflationrate

employmentbalanceofpaymentinterestrateconsumerincome

Characteristicsorfeaturesofeconomicenvironment.

1.Masspovertyandlow percapitaincome:percapitaincomeinIndiaislow

comparedtootherdevelopingcountries.itisaoneofthelowestintheworld.the

extentofpovertycanbederivedfrom thepoorqualityoffood,clothing,housing,

educationandmedicalfacilitiesinthecountryallindicatesalow standardof

living.

2.Lowstandardoflivingandhighpoverty:duetolowpercapitaincome.most

ofthepeopleofIndiadonothavethebasicnecessitiesoflife.thestandardof

livingofthepeopleisaverylownearly39%ofthetotalpopulationofthecountry

isbelowthepovertylineandthereisamasschronicpoverty.
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3.Dominanceofagriculture:agricultureprovideemploymenttoabouttwo-third

ofthetotalworkingpopulationinIndiathepopulation.Presently58%oflabour

forceisestimatedtobeengagedinthissector.thisisanindicationofan

economicprogressonstructuralchangesthatisgraduallytakingplace.

4.Unequaldistribution ofincome:according to World Bank in its world

developmentreport2002statethatalargeportionofincome33.51%received

by10% ofrichpopulationandlow portionofincome3.5% receivedby10% of

poorestpopulation.

5.Existence ofrich resources:India hasrich resourcesare in a form of

renewableandnonrenewableresources

Renewableresourcesare:-water,forest,Sun,air.etc..

Nonrenewableresources:-Minerals,petroleum,LPGetc...

6.Inadequatecapitalformation:Richresourcesdoesnothelpstodevelopment

ofeconomydevelopment'sofacountry'seconomydefectoftheeffectiveand

fullutilisationofresourceswhichneedscapitalandTechnologyknow-howdue

tothelackofcapitalIndianeconomyisreflectedinthelow rateofproduction

andconsumptionofsteelcementandelectricityetc..

7.Unemploymentandunderemployment:Unemploymentoccurswhenaperson

who is actively searching for employment is unable to find

work.Underemploymentmaybedefinedasasituationinwhichworkersare

employedbelowtheireducationorskilllevel,ortheiravailability.Unemployment

isoftenusedasameasureofthehealthoftheeconomy.

8.Technologicalbackwardness:technologicalbackwardnesshas been the

continuestobea characteristicfeatureoftheIndianeconomyalthougsome

changesintechniqueshavetakenplaceincertain selectedsegmentofthe

economy.

i)TherateoftechnologicalgrowthinIndiahasbeenbetween0.7%and1.1%.

ii)Accordingtoa2007worldbankreport.Indiahadonly119R&Dresearchersper
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millionpopulatio.

9.Infrastructureinadequacies:Facilitiesareacontinuedtobeinadequateina

relationtothedemandsbeingmadeonitbytheprocessofeconomicgrowth.

10.Dualisticeconomy:Thetotallytraditionalandcompletelymoderneconomy

co-existsinIndia.inagriculturewefindthelatesttechnologyatworkalongwith

theprimitivetechniquesalsowell-embeddedandfirmlyrooted.

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

Marks]

Thesefactorsclassifiedinto3types

A.EconomicFactors.

B.Noneconomicfactors.

C.Otherfactors.

A.Economicfactors

1.Naturalfactors:Itisanimportantinstrumentofeconomicdevelopment.Inthe

initialstagesofdevelopmentallthelessdevelopedeconomieshavetodepend

upontheavailabilityofnaturalresourceslikeland,water,forest,mineralsetc,

manycountriesfoundcertainResourceslikemineralsasasourceofforeign

exchangeearningswhichinturndevelopthecountry.

2.Capitalformation:Theprocessofeconomicdevelopmentdependsto a

significantextentoncapitalformation.Astherateofcapitalformationincreases,

itexertsaninteractingandcumulativeeffectontheeconomyofthecountry

leadingtoagrowthinnaturalincome.

3.Technologicalprocess:Technologyreferstothattypeofadvancedmachinery

whichisusedtomanufactureproducts.Technologyhadledtogreateroutput,

shorterworking hours the creation ofa hostofskilled jobs in design,

maintenanceandengineeringsaferworkingconditionsproductionofnew and
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bettergoodsofstandardizedqualitywithmoreefficientuseofraw materials,

declineofsuperstitionandtraditionaletc.

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

power,electricity.Inthiswayaffectedeconomicfactors.

5.Sizeofmarketandinvestments:Economicdevelopmentdependsonthesize

ofthemarketandinvestment.Increasesinthepurchasingpowerofthepeople

createdthedemandforconsumergoodchoicesincreasesthesizeofthemarket

andinvestment

B.Non-economicfactors:

Thesefactorsarenotrelatedtoproductionorcostofproduction.Someofthe

non-economicfactorsare.

1.Abilitytodevelopandapplyscienceintheactivities

2Thepropensitytodeceptinnovation

3.Searchingfornewzealandproducts

4.Thepropensitytohavelechildren.

5.Incriminationtoconsumelessincomeandhavemoreforinvestment

6Incriminationtoworkbehindtheexpectedtargetincome

C.otherfactors:

Otherfactorsaremoreinfluencetoeconomicdevelopment,Theyareclassified

into3categories.

1.Politicalsystem:Uncertaintyofpoliticalsystem thatbeaffectedstabilityto

the economic developmentconsistency.In this system more influence on

economicdevelopment.

2.Socialsystem:SeveralreligionsinIndiasuchasHindi,Mudim,Christians,

Jains,odh,Parcietc,coordination is more importantbetween among the



BUSINESSENVIRONMENT IISEM B.COM

ASHOKAHL
UCA TUMKUR
TUMKURUNIVERSITY

religions and adoptfamily planning to less children that's help decrease

population.Inthiswaysocialsystem affectseconomicdevelopment.

3 Luck:Lukiimportantto anymatterprofitand lossesto thegovernment

depends on luck.Luck fact functioning of the economic development

governmentintroducingnewpolicesbasedonluck.

EconomicResources:[2011-5Marks]

EconomicdevelopmentdependsoneconomicresourcesTheyareclassifiedinto

categories.Theyareasfollows:

1Naturalresources

2.Industryresources

3.Technologyresources

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

Countries which are h in naturalresources have he scope foradvances

inIndustrialization Naturalresources consistofmineralresources,energy

resources,forest,resources,mineralresourcesandwaterresources

a.LandandSoils:Indiaisthe7th largestcountryintheworldincaseofland

BeforeRussia,Canada,China,Australiaarelargestcountriesinhavingland.In

Indiatotalgeographicalareais32,87,702km northtosouth3214km,eastto

west2933km Landisclassifiedinto2types:

1Agriculturalland

2Non-agriculturalland



BUSINESSENVIRONMENT IISEM B.COM

ASHOKAHL
UCA TUMKUR
TUMKURUNIVERSITY

b.Waterresources:Toeconomicdevelopmentissuccessfullydonetheremust

bewaterresourcewehelpsirrigation,waterisgenerationofelectricityWater

maybeclassifiedas.

1.Surfacewater

2Groundwater

C.Forests:InIndia676.5Sqkm or 22.5% offorest.A forestprovidesraw

materialswoodIndustries,paperindustriesandOtherindustriesetc..

D.Minerals:Mostsurplusesfrom themineralsinIndiasuchas:

Miningminerals,iron,Silver,Aluminium,coaletc..

2Industryresources

Theabove-mentionednaturalresourcesareallindustrialresources.Industrial

developmentdependsonsomefactorslike:

aEntrepreneurship:Entrepreneurisapersonwhotakerisksandrespondof

enterpriseandalso

coyotes’factorsofproductiontothesurpriseheisaentrepreneurFactorsof

productionlikeland,labour,capital,raw materials,and factorsindustryare

creationof

newindustriesandusesourcesoftheindustries

b.Capital:Bloodismoreimportanttohumanbodycapitalismoreimportantto

industriesand smooth running ofthebusinesswho investinvestmentand

capitalinvestors.

c.Infrastructure:Infrastructure are effectoffactofIndustrialization,main

infrastructurearetransportation,Bankingcommunication

d.Innovations:Searchingfornewthings,Innovationsassignedaveryimportant

roleinindustrialdevelopmentInnovationincludethefollowingintroductionof
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invention,introductionofnew managementtechniques,developmentofnew

productdevelopmentofnewprocess,developmentnewmarketetc.

3.Technologyresources:TheIndustrialrevolutionwaspossibleonlydueto

technologicalrevolution countries which give high priorityto research and

developmentare the ones which have shown tremendous advancementin

technology.

LPGconcept:

Liberalisation,PrivatizationandGlobalizationThisCopyestablishedinJuly1991

LIBERALIZATION

Liberalisationreferstothereisnolegalrestrictionstoenterintoforeignmarket

i.e.norigidrulesandregulationstodobusinessinforeigncountry.

Itmeansremovalofallthetradebarrierstoenterintoforeignmarketfrom the

government.

In otherwords liberalization refers to a relation ofprevious government

restriction,usually in such areas ofsocialpoliticaland economic policy

LiberalizationisoneofthewaysofimprovingtheefficiencyofPublicSector

Units(PSUs)

Objectivesofliberalization:

 Toimproveourperformance.

 Acceleratetherateofindustrialdevelopment.

 Toensurebetterutilizationofcapacity.

 Toachieveeconomiesofscale.

 Toreduceandinsomecasestoremovetheproceduralimpediments.

 ToWorktowardsthedevelopmentofbackwardareas.
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 Toensureexportpromotionandsubstitutionofimport.

 Toincreasecompetitivenessandensurehealthycompetitioninindustries.

ImpactofliberalizationtoIndia/ImpactofLPGonIndianBusiness[2009-

15Marks]

Themainimpactandachievementofliberalizationpolicyareasfollows.

1.Privateandforeigninvestments:Theliberalizationasgivenonenormousto

privateandforeigninvestmentintheindustrialsectortheexpansionplansof

manyIndiancorporatebothintheprivateandpublicsectorareveryimpressive

prioritysectorhavebeenreceivingmassiveinvestmentliberalizationover80%of

theforeigninvestmenthavebeenintheprioritysector.

2.Increased turnover:Manyindustries have been witnessing huge output

growthintheirturnover.Severaloftheindustrieswhicharewitnessingoutput

are itindustryluxurious goods,vehicles,car,as the India marketis big,it

generatesemploymentopportunitiestomanyIndians.

3.Improvedcompetitivenessandindustrialization:Undertheliberalizationthe

industryhasbecomemorestrongandcompetitivebothinthenationalaswellas

internationalmarkets.Inthelastfew years,thesalesaswellasprofitofthe

Indiancompanieshaveincreasedtoalargeexpert

4.Foreigninvestment:To acceleratethegrowthrateofIndianeconomya

substantialsetup in investmentwas required domestic savings were not

sufficientin ourcountrybutliberalization helped in boosting foreign direct

investmentinIndia.

PRIVATIZATION:(2009-2Marks]

Privatizationistheprocessoftransferringanenterpriseorindustryfrom

thepublicsectortotheprivatesector.



BUSINESSENVIRONMENT IISEM B.COM

ASHOKAHL
UCA TUMKUR
TUMKURUNIVERSITY

Thetransferofownership,propertyorbusinessfrom thegovernmentto

theprivatesectoristermedprivatization.

Itreferstotransformationofpublicownershipormanagementtothe

privatesector.

In otherwords itmeans converting public companies in to private

companies.Thesecompanies are controlled and directed by the private

ownership.

ObjectivesPrivatization

Themainobjectivesofprivatizationareasfollows:

A.ToimprovetheperformanceofthePSU'ssoastolessenthefinancialburdenon

taxpayers.

B.Toreducegovernmentinterferenceintheeconomy.

C.Topromotegreaterprivateinitiative.

D.Topromotewidershareownership.

E.Todevelopmentofthecapitalmarket.

F.Topromotecompetitionandrewardefficiency.

G.Toreducetheadministrativeburdenonthestate.

H.Toincreasethesizeanddynamism oftheprivatesector.

I. Topromoteincreasedefficiency.

J.Toencourageandfacilitatingprivatesectorinvestmentsfrom bothdomestic

andforeignsources.

K.Toreducethethreatofthelosses.

L.Toprovideimprovedqualityandservicestothecustomers.
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Advantagesofprivatisation

1) increasethecompetitionanddecreasemonopoly:Monopolymeansmono-

single,poly-seller:singlesellerinthemarketpublicsectorsisonlysellerinthe

marketatoldendaysafterprivatizationseveralpeopleoperatingmarketinmany

ways.ItreducesmonopolyofPSU's.

2)Revivingsickunits:aftertheprivatizationmanypublicsickunitsareRevivaland

restructuring.theprivatizationmayhelpinrevivingsickunitswhichareliabilities

ofthepublicsectors.

3)Efficientmanagement:whiniestmanagementinprivatesectors.Privatesectors

areincreasemoreworkandittakewell-skilled,welltalentsanditadoptnew

productsandsearchingfornewthing.

4)Rapidindustrialgrowth:Itcouldhelpinsolvethefiscalcrisesofthestateinlight

ofanewindustrialdemocracy.Privatizationinvestsmoremoneyanditachieve

highindustrialgrowthanditalsoinfluenceoneconomy.

5)IncreaseinefficiencyofPSU's:ItisamainadvantageofPrivatization.Itmeans

acompetitionbetweenpublicsectorand privatesector.Publicsectorsare

competitionfrom privatesectorsandalsoincreaseefficiencyofPSU's.

6)encouragement of innovation and investments:privatization encourages

innovation.Innovation means searching for new and adopts new ideas

techniques.Privatizationalsoencouragesinvestments.Investorsareinvesting

moreinvestmentand,ithelpsdevelopingonindustries.

7)Promotesglobalization:Privatizationhelpstoglobalizationitencouragesthe

nosinesspeopletogoglobalization.
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DisadvantagesofPrivatization:

1.IncreasetheefficiencyofPSU's:Privatizationimprovesefficiencybutnot

sufficiency.Privatizationinvolvesefficiencyindustry,butitisnotgoingonin

goodmanner.

2.Fiscalimbalances:Privatesectorsarenotcontributedgovernmentanditalso

notcontributednationincome.Privatesectorsareimprovedself-relianceand

encourageindividualdevelopment.

3. Privatization Presupposes the Prevalence of Country Conditions:It

concentrates onlyachieve profitorgrowth.Privatization brakes prevalence

conditions.Privatizationwillexpandcompetition.

4.Revenuemaximization:ThisisamaindisadvantageofPrivatization.Revenue

meansincomeitinvolvesdecreaseandincreaseincome.Thereisnoadvantage.

5.Greaterconcentrationofassets:Privatizationconcentratesonlyonasset

insteadofprovidingservicestothesociety.

6.NeedcooperationofLabourforce:Publicsectorsareachievingsomemore

benefitsbutprivatesectorsareachievingmoreandmorebenefitsanditprovide

lackofcoordination.

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.

Globalizationistheprocessofinternationalintegrationarisingfrom the

interchangeOfworldviews,products,ideas,andotheraspectsofculture.
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Accordingto"IMF(InternationalMonetaryfund)Thegrowingeconomic

InterdependenceofcountryworldWhitethroughincreasingVolumeandverityof

crossbordertransactioningoodsandservicesofinternationalcapitalflow

throughthewideSpreadTechnology.

Nature/Featuresofglobalization

1Severalthingstoseveralpeople

2.Integrationofworldeconomyintothehugemarket.

3.Removalofalltradebarriers

4.Foreigndirectinvestmentupto51%offoreignequityisallowed.

5.AutomaticPermissionsprovidedtohighpriorityindustriesupto1crore.

6Freeflowofgoodsandservicesinanycountry.

7.Freeflowofcapitalandtechnology

B.Rupeehasbeenmadefullyconvertible.

9.Taxandtariffdutymodified.
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UNIT:4 LEGALENVIRONMENT

Thelegalenvironmentistheprincipleoflawprovidesuniformityandcertaintyto

the administration ofjustice.Legalsystem ofa countryisformed bythe

government.The laws which are passed bythe governmentforbusiness

operation is caused legalenvironmentsuch as the sales ofgoods act

1930,Indiancompaniesact1956,incometaxact1961,consumerprotectionact

1986,theweightandmeasuresact1958,environmentprotectionact1986,

agriculturalpolicy,industrialpolicy,foreigninvestmentpolicy,monetarypolicy,

thefactoriesact1948,theminimum wageact1948.

Importanceoflegalenvironment

a.Laws on production orsales:the production ofsales ofcertain goods is

prohibitedoratleastseverilyrestrictedinmanycountries.Thisincludes,among

others,sellingofthem dangerousdrugs,gunsandexplosives,forinstance.

b.Consumerprotection:mostcountrieshavelawsensuringcustomersarebeing

treated fairlybybusinesses.This includes the actregulating weights and

measurements,ensuringthatgoodssoldactuallyaretheweightofsizetheyare

sold at,and the trade description actof1968,making the misleading

descriptionsofaproductsillegal.

c.Employeeprotection:lawstoprotecttheemployeesincludelawsagainstunfair

discriminationbasedonrace,colour,religion,sexorage.Lawsagainstunfair

dismissalandotherharassments,healthandsafetylawsandlawsregulating

minimum wage.Manycountriestomakewrittencontractbetweenemployerand

employeemandatory.

d.Tax and financiallaws:these laws vary between countries,butgenerally

regulateaccountancypractices,interestratesonloans,taxesetc.Businessare

expectedtoprovideasufficientdocumentationofincomeandexpenditure,for

instance.
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Fiscalpolicy

Fiscalpolicyrefersto"thepolicyofthegovernmentregardingitsrevenues,

expenditureandborrowings".

Itconsiststhetaxationandexpenditurepolicyofthegovernment.

fiscalpolicyisaconcernedwiththeraisingofgovernmentrevenuesand

incurringofgovernmentexpenditure.

AccordingtoReemHeakalfiscalpolicyisthemeansbywhichgovernment

adjustsitsspendinglevelsandtaxratestomonitorandinfluenceanation's

economy.

Objectiveoffiscalpolicy

1)Toachievedesirablepricelevel:thestabilityofgeneralpricesisnecessaryfor

aneconomicstability.Themaintenanceofdesirablepricelevelhasagood

effectonaproduction,employmentandthenationalincome.Fiscalpolicyshould

beusedtoremovethefluctuationsinpricelevelsothatideallevelismaintained.

2)To achieve desirable consumption level:a desirable consumption levelis

importantforpolitical,socialandeconomicconsideration.Consumptioncanbe

affected byexpenditureand taxpoliciesofthegovernment.Fiscalpolicies

shouldbeusedtoincreasewelfareoftheeconomythroughconsumptionlevel.

3)Toachievedesirableemploymentlevel:theefficientemploymentlevelismost

importantindeterminingthelivingstandardofthepeople.Itisnecessaryfor

politicalstability and formaximization ofproduction.Fiscalpolicy should

achievethislevel.

4)Toachievedesirableincomedistribution:thedistributionofincomedetermines

thetypeofeconomicactivitiestheamountofsavings.inthiswayitisrelatedto

price,consumptionandemployment.Incomedistributionshouldbeequaltothe

mostpossibledegree.Fiscalpolicycanachieveequalityindistributionofincome.

5)increasingcapitalformation:inunderdevelopedcountriesdeficiencyofcapital
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is themain reason forunderdevelopment.Large amounts are required for

industryand economic development.Fiscalpolicycan divertresources and

increasecapital.

6)degreeofinflation:inunderdevelopedcountries,adegreeofinflationisrequired

foreconomicdevelopment.Afteralimit,inflationarybeusedtogetridofthis

situation.

7)Consumptionlevel:itimportantforpolitical,socialandeconomicconsiderations.

Consumptioncanbeaffectedbytheexpenditureandtaxpolicies.

Impactoffiscalpolicyonbusiness(or)roleoffiscalpolicy

 Thedevelopmentofvariousregionssectorsandindustries

 Governmentoftenusetaxincentivesordisincentivestoencouragediscourage

certainactivities.

 Taxincentivescanalsohelpinanincreasingdemand

 Thegovernmentcontrolaswellasstateofferdifferentfiscalincentivesand

encourageindustries

 Progressiveincreasesinindirecttaxation

 fiscalpolicycan encourage the investmentcreate jobsforyourlong-term

economicgrowth
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Monetarypolicy

Monetarypolicyisthemacroeconomicpolicylaiddownbythecentral

bank.Itinvolvesmanagementofmoneysupplyandinterestrate.

InIndiamonetarypolicyoftheRBIisaimedatmanagingquantityof

moneyinordertomeettherequirementsofdifferentsectorsoftheeconomy

andtoincreasepaceofeconomicgrowth.

Monetary policy also known as creditpolicy orcalledRBIs money

managementpolicy.InIndiatheRBIimplementsthemonetarypolicythrough

openmarketoperations,bankratepolicy,reservesystem,creditcontrolpolicy.

Usinganyoftheseinstrumentswillleadtochangesintheinterestrateorthe

moneysupplyintheeconomy.

Monetarypolicyreferstotheuseofinstrumentsunderthecontrolof

centralbankregulatetheavailability.Costanduseofmoneyandcredit

According to R.Pkent define the management of expansion and

contraction ofthe volume ofmoneyin circulation forexplicitpurpose of

attendingaspecificobjectivesuchasfullemployment.

Objectivesofmonetarypolicy

a.Rapideconomicgrowth:itisthemostimportantobjectiveofmonetary

policy.Themonetarypolicycaninfluenceeconomicgrowthbycontrolling

realinterestrateanditsresultantimpactontheinvestment.

b.Therbiprovideeasycreditpolicybyreducinginterestratetheinvestment

levelintheeconomycanbeencouragedtheincreasedinvestmentcan

speedupeconomicgrowth.fastereconomicgrowthispossibleifthe
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monetarypolicysucceedsinthemaintainingincomeunderpricestability.

c.Pricestability:alltheeconomicssufferfrom inflationanddeflation,itcan

alsobecalledasapriceinstability.Bothinflationsareharmfultothe

economy. Ittriestokeepthevalue

ofmoneystable. It

helpstoreducingtheincomeandwealthinequality.

d.Exchange rate stability:exchange rate is the price ofhome currency

expressedintermsofanyforeigncurrency.Ifthisexchangerateisvery

volatileleadingtofrequentupsanddownsintheexchangerate.Monetary

policyaimsatmaintainingtherelativestabilityintheexchangerate.

e.Balanceofpaymentequilibrium:manycountrieslikeIndiasufferfrom the

disequilibrium inthebop.Therbithroughitsmonetarypolicytriesto

maintaintheequilibrium inthebalanceofpayment.Bophas2aspects

 balanceofpaymentsurplus

 balanceofpaymentdeficit

f. full employment: the concept of full employment was in much

discussedofferkeynes'spublicationofthe'generaltheory'in1936.Full

employmentstandforasituationinwhicheverybodywhowantsjobsget

job.monetarypolicyencouragedandhelpincreatingamanyjobsina

differentsectorsoftheeconomy.

g.Neutralityofmoney:economistsuchaswickstedrobertsonhavealways

consideredmoneyasapassivefactor.Accordingtothem moneyshould

payonlyaroleofmedium ofexchangeandnotmorethanthat.

h.Equalincomedistribution:manyeconomicsusedtojustifytheroleofthe

monetarypolicyismaintainingeconomicequality.

Impactofmonetarypolicyonbusiness

 Controlinflation:theprimaryimpactofmonetarypolicyisoninflation.The
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goalofmonetarypolicyiscontroltoinflationorthevalueofcurrency.

wheninflationrisestheRBIwantstoraisetheinterestrates.Highinflation

makesacostofgoodssoldhigher.

 Interestrate:monetarypolicydirectlyimpactsoninterestrate.Thecentral

bankraisesorlowertheprimerateorinterestratethecentralbankloans

moneytootherbankshasatooltoimpacttheeconomy.Interestrate

chargedonloans,creditcardsandanyotherfinancialvehiclesthatistied

toaprimerate.

 Businesscycle:themonetarypolicyisminimisethespeedandseverity

oftheseexpansionandcontractionstomaintainthesteadygrowthor

decreaseanegativecontraction.

 Spending:monetarypolicyimpactstheamountofmoneyspentinan

economy.Whenyoucentralbankdecreasesinterestrates,moremoneyis

typicallyspendinaneconomy.Thisincreaseinspendingcanequateto

betteroverallhealth fora economy. Likewise,when interestrate

increased,spendingdeclines,thiscartailinflation.

 Employment:employmentlevelrelatestothehealthofaneconomy.When

inflationislow andaneconomyisstableorinanexpansionaryphase,

employmentlevelarehigherthanwheninflationishighandaneconomy

isin acontraction phase.Changesin monetarypolicythatmaintain

economicstabilityandminimiseinflationtendtokeepunemploymentlow.

Creditcontrolmeasuresofmonetarypolicy

thecreditcontrolmeasurescanbebroadlyclassifiedtotwocategories.

 Quantitativemeasures(or)generalcreditcontrols

 Qualitativemeasures(or)selectivecreditcontrols
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A.quantitativemeasures(or)generalcreditcontrols:-

a)Bankratepolicy:thebankrateistheofficialinterestrateatwhichRBI

rediscountstheapprovedbillsheldbycommercialbanks.Forcontrolling

the credit,inflation and money supply,RBIwillincrease the bank

rate.currentbankrateis6%.

b)Openmarketoperations:OMOtheopenmarketoperationsrefertodirect

salesandpurchaseofsecuritiesandbillsintheopenmarketbyreserve

bank.Theaim istocontrolvolumeofcredit.

c)Cash reserveratio:cash reserveratio refersto thatportion oftotal

depositsincommercialbankwhichithastokeepwithRBIascash

reserves.Thecurrentcashreserveratiois4%.

d)Statutoryliquidityratio:itreferstothatportionofdepositswiththeof

depositswiththebankswhichithastokeepwithitselfasliquidassets

(gold,approvedgovt.Securitiesetc.)ThecurrentSLRis19.5%.IfRBI

wishestocontrolcreditanddiscouragecredititwouldincreaseCRR&SLR

B.Qualitativemeasures(or)selectivecreditcontrols:-

qualitativecreditisusedbytheRBIforselectivepurposes.Someofthem are

a)Marginrequirements:thisrefersto differencebetweenthesecurities

offeredandamountborrowedbythebank.

b)Consumercreditregulation:thisreferstoissuingrulesregardingdown

paymentsandmaximum maturitiesofinstallmentcreditforpurchaseof

goods.

c)Guidelines:RBIissues oral,written statements,appeals,guidelines,



BUSINESSENVIRONMENT IISEM B.COM

ASHOKAHL
UCA TUMKUR
TUMKURUNIVERSITY

warningsetc.Tothebanks.

d)Rationingofcredit:theRBIcontrolsthecreditgranted/allocatedby

commercialbanks.

e)Moralsuasion:psychologicalmeansandinformalmeansofselective

creditcontrol.

f)Directaction:thisstepistakenbytherbiagainstbanksthatdon’tfulfill

conditionsandrequirements.RBImayrefusetorediscounttheirpapersor

maygiveexcesscreditsorchargeapenalrateofinterestoverandabove

thebankrate,forcreditdemandedbeyondalimit.

Exim policy

EXIM policyisalsoknownasforeigntradepolicy.EXIM policyisrenewed

everyyearonthe31stofmarchandtherevisionrs,improvementsandnew

proposalsbecomeeffectivefrom 1stAprilofeveryyear.

EXIMpolicyrefersto thepolicymeasuresadopted byacountrywith

reference to its exportand imports.Its regulated by the foreign trade

developmentandregulationactof1992

ObjectivesofEXIM policy.

a.ToFacilitateSustainedGrowthinExportsofTheCountrySoHardtoAchieve

LargePercentageShareinTheGlobalMerchandiseTrade

b. ToProvideDomesticConsumerswithAGoodQualityGoodsandServicesat

InternationallyCompetitivePriceasWellasACreatingALevelPlayingFieldfor

theDomesticProduces.

c. ToStimulateSustainedEconomicGrowthbyProvidingAccesstoAnEssential

Raw Materials,Intermediates,Components,Consumable and CapitalGoods

RequiredforAugmentingProductionAndProvidingServices.

d. ToEnhancetheTechnologicalStrengthandEfficiencyofIndianAgriculture,
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IndustriesandServices.

e. ToGenerateNewEmploymentOpportunitiesandToEncouragetheAttainment

ofInternationalAcceptedStandards.

f. ToProvideQualityConsumerProductsatReasonablePricesandEstablished

theFrameworkforGlobalisation.

ImpactofExim policy

a)globalizationofIndianeconomy:theExim policy1997-02proposedwith

anaim toprepareaframeworkforglobalizationsofIndianeconomy.This

isevidentfrom theveryfirstobjectiveofthepolicy,whichstates."to

acceleratetheeconomyfrom low levelofeconomicactivitiesto-high

levelofeconomic activities bymaking ita globallyoriented vibrant

economyandtoderivemaximum benefitsfrom expandingglobalmarket

opportunities."

b)ImpactontheIndianindustry:intheExim policy1997-02,aseriesof

reform measureshavebeenintroducedinordertogiveboosttoIndia’s

industrialgrowth and generate employment opportunities in non-

agriculturalsector.Theseincludethereductionofdutyfrom 15%to10%

underEPCGschemethatenablesIndianfirmstoimportcapitalgoodsand

isanimportantstepinimprovingthequalityandproductivityoftheIndian

industry.

c)Impactonagriculture:manyencouragingstepshavebeentakeninthe

Exim policy1997-2002inordertogiveaboosttoIndianagricultural

sector.Thesestepsincludeprovisionofadditionalsoilof1%forexport

ofagroproducts,allowingEOU’sandotherunitsinEPZSinagriculture
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sectorsto 50% oftheiroutputin thedomestictariffarea(data)on

paymentofduty.

d)Impactonforeigninvestment:inordertoencourageforeigninvestment

in India,theExim policy1997-02 haspermitted 100% foreign equity

participationinthecaseof100%EOUS,andunitssetupinEPZS

e)Impactonqualityupgradation:thesoilentitlementofexportersholding

iso9000certificationhasbeenincreasedfrom 2%to5%ofthefobvalue

ofexports,whichhasencouragedIndianindustriestoundertakeresearch

anddevelopmentprogrammersandupgradethequalityoftheirproducts.

f)(f)impactonself-reliance:-theExim policy1997-2002successfullyfulfils

oneoftheIndia’slongtermsobjectiveofself-reliance.TheExim policy

hasachievedthisbyencouragingdomesticsourcingofrawmaterials,in

ordertobuildupastrongdomesticproductionbase.New incentives

addedintheExim policyhavealsoaddedbenefitstotheexporters.

Industrialpolicy

industrialpolicy refers to rules,regulations,principles,policies and

procedures laid down by the governmentforregulating,developing and

controllingindustrialundertakinginthecountry.

Salientfeaturesofnewindustrialpolicy-1991

a.promotionofindustriesinruralareas:inordertoremovetheregional

imbalances,underthisindustrialpolicyvariousprovisionshavebeenmade

toencourageindustriesinruralareas

b.reservation ofsmall-scale industries:the policyhas stated thatthe

governmentshouldkeepgivingassistancetosmallscaleindustries,the

limitforsmallscaleindustrieshavebeenreducedfrom Rs.3crorestoRs.1



BUSINESSENVIRONMENT IISEM B.COM

ASHOKAHL
UCA TUMKUR
TUMKURUNIVERSITY

croresinceDecember1999

c.Abolitionofindustriallicensing:thenew industrialpolicyabolishedall

industriallicensing irrespective ofthe levelofinvestmentexceptfor

certainindustriesrelatedtosecurityandstrategicconcerns,andsocial

reasonsnowthereareonly6industriesforwhichlicensingiscompulsory

asamendedinFebruary1999.Thesearealcohol,cigarettes,hazardous

chemicals,drugs and pharmaceuticals,electronics,aerospace and

defenceequipment’s,andindustrialexplosives.

d.MRTPact:intheindustrialpolicy1991,majorchangeshavebeenmadein

theMRTPact.thenewindustrialpolicyalsostatesthatthegovernmentwill

undertakereviewoftheexistingpublicenterprisesinlowtechnology,small

-scaleandnon-strategicareas.

e.Free entry to foreign investmentand technology:the governmentis

committed to promote increased flow offoreign directinvestment

(facilities bettertechnology,modernisation,exports and forproviding

productsandservicesofinternationalstandards.

Impactofnewindustrialpolicy1991(nip)

1.Raisingincome:thefirstimportantroleistheindustrialdevelopmentprovidesa

securebasisforrapidgrowthofincome.Theempiricalevidencesuggestsa

close correspondence between the high levelof income and industrial

development.Intheindustriallydevelopedcountries.

2.changingthestructureoftheeconomy: inordertodeveloptheeconomy

underdeveloped countries need structuralchanges through industrialisation.

Historyshowsthatintheprocessofbecomingdevelopedeconomytheshareof
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theindustrialsectorshouldriseandthatoftheagriculturalsectordecline.Thisis

onlypossiblethroughdeliberateindustrialization.

3.meeting high incomedemands:beyond certain limits,thedemandsofthe

peopleareusuallyforanindustrialproductalone.Afterhavingmettheneedsof

food,incomeofthepeoplearespentmostlyonmanufacturedgoods.This

meanstheincomeelasticityofdemandforthemanufacturedgoodsishighand

thatofagriculturalproductsislow

4.overcomingdeteriorationinthetermsoftrade:underdevelopedcountrieslike

indianeed industrialisation to freethemselvesfrom theadverseeffectsof

fluctuationsinthepriceofprimaryproductanddeteriorationintheirtermsof

trade.Suchcountriesmainlyexportprimaryproductsandimportmanufactured

goods.Thepricesofprimaryproductshavebeenfallingorarestablewhereas

thepriceofmanufacturedproductshavebeenrising.

5.employmentgeneration:underdevelopedcountrieslikeindiaarecharacterized

bysurpluslabourandrapidlygrowingpopulation.Toobsorballthesurplus

labouritisessentialtoindustrialisethecountryrapidly.Itistheestablishmentof

industriesalonethatcangenerateemploymentopportunitiesontheaccelerated

rate.

6.bringingtechnologicalprogress:researchanddevelopmentisassociatedwith

theprocessofindustrialisation.Thedevelopmentofindustriesproducingcapital

goodsthatismachine,equipmentsetc..Enablesacountrytoproduceavarietyof

goodsinlargequantitiesandatlowcosts,makefortechnologicalprogressand

changeintheoutlookofthepeople.

7.strengtheningtheeconomy:industrialisationofthecountrycanprovidethe

necessaryelementsforstrengtheningtheeconomy.Theyare:-

 Industrialisationmakespossibletheproductionofgoodslikerailways,

dams,etc...whichcannotbeimported.

 industrializationcanchangethecomparativeadvantageofthecountry
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tosuititsresourcesandpotentialitiesofmanpower.

 through industrialisation the requirements forthe developmentof

agriculturecanbemet.

 Industrialisationisneededtoprovideforthecountry'ssecurity.

Objectivesofnewindustrialpolicy

1.rapidindustrializationofthecountry.

2.Increaseemploymentopportunitiesinprivatesectors.

3. improvebalanceofpaymentspromotingexports.

4. ensureprofitabilityinthepublicsector.

5. encourageentrepreneur.

6. inviteforeigncapitalforindustrialisationandboostexport.

7. toencourageresearchanddevelopmenttobringinnewtechnology.

8.Tolinkindianeconomywithglobaleconomy.

9. increasecompetitionoftheindustry.

10.Rapiddevelopmentofinfrastructure,road,electricity.

Advantagesofnewindustrialpolicy

1.financialstability.

2. upgradingthetechnologyofproduction.

3. freeflowofcapital.

4.Increasingfactorsofproduction.
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5. increasinginpercapitaincome.

6. increasinginforeigntrade.

Limitationsofnewindustrialpolicy

1.DominanceOfMultinationalFirms.

2.UnsuitableAndInferiorForeignTechnology.

3.Unemployment.

4.DilutionOfThePublicSector.

5.SocialProblems

6. IncreaseCrimes.

7.IndustdialSickness

8.IncreaseInCorruption.
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UNIT-5 TECHNOLOGICALMANAGEMENT

Technologyisthecollectionoftechniquesskills,methods,andprocessesused

intheproductionofgoodsandservicesorintheaccomplishmentofobjectives.

Suchasscientificinvestigation.

Technologyistheusageandknowledgeoftools,techniques,

crafts,systemsormethodsoforganisation.

Bigwood suggests this definition "perfectlydescribes the conceptof

technologyasabridgebetweenscienceandnewproducts."

accordingtoJ.KGalbraithdefines"technologyasascientificapplication

ofsystematicorotherororganisedknowledgetopracticaltasks".

Impactoftechnologyonbusiness
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a.Customer relations: technology effects the way companies

communicateand establish relationship with theirclients.in afast

movingandbusinessenvironment,itisavitalforthem tointeractwith

the clients regularlyand quicklyto gain theirtrustand to obtain

customerloyalty.

b.Business operations:with the use oftechnologicalinnovations,

businessownersandentrepreneurunderstandtheircashflowsbetter,

how tomanagetheirstoragecostwellandenablesyoutosavetime

andmoney.

c.corporate culture:technology lets employees communicate and

interactwithotheremployeesinothercountries.Itestablishesclique

andpreventsocialtensionsfrom arising.

d.security:modernsecurityequipmentenablescompaniestoprotect

theirfinancialdata,confidentialbusinessinformationanddecisions.

e.Researchopportunities:itprovidesavenuetoconductstudiestokeep

themselvesahead ofcompetitors. Itallowscompaniesto virtually

travelintounknownmarkets.

f. Corporatereports:withtechnology,businessenterprisescommunicate

effectivelywiththeirbranchofficerstodeliverqualityfinancialand

operationalreports.

g.Industrialproductivity:throughtheuseofbusinesssoftwareprograms

or a software packages,itautomated traditionalmanufacturing

process,reducelabourcostandenhancemanufacturingproductivity.It

enablescompaniestoincreaseefficiencyandproductionoutput.

h.Businessmobility:technologyinnovationimprovedcompanies’sales,

services,shorted lead timeon receiving and delivering goodsand

services.Enablesthem topenetratemultiplemarketatleastcosts.

i. Reducingbusinesscost:smallbusinessownerscanusetechnologyto
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reduce a businesscost.Businesstechnologyhelp automate back

officefunctions,suchasrecordkeeping,accountingandpayroll.

j. improving communication:business technology can help small

businessesimprovetheircommunicationprocesses.Emails,texting,

websitesandpersonalitydigitalproductsapplications,knownas'apps',

canhelpcompaniesimprovecommunicationwithconsumers.

Managementoftechnology

1.Reducedcostsofoperations:forexample,dellcomputercorporationused

technology to lowermanufacturing and administrative costs,enabling the

companytosellcomputerscheaperthanmostothervendors.

2.New productand new marketcreation:forexample,Sonycorporation

pioneeredthetechnologyofminiaturizationtocreateawholenew classof

portableconsumerelectronics(suchasradios,cassettetaperecorders,andcd

players).

3.Adaptationtochangesinscaleandformat:intheearlypartofthetwenty-first

century,companiesaddressedhowsmalldevicessuchascellphones,personal

digitalassistants(PDAS),andmp3playerscouldpracticallybecome,aswellas

howeachproductcouldsupportvariousfeaturesandfunctions.

4.Improved customerservice:the sophisticated package-tracking system

developedbyfederalexpressenablesthatcompanytolocateashipmentwhile

intransitandreportitsstatustothecustomer.Withthedevelopmentofthe

worldwideweb,customerscanfindthelocationoftheirshipmentswithouteven

talkingtoafederalexpressemployee.

5.Continuous developmentoftechnology:the continuous developmentof

technologyisvaluableaslong asthereisa valueforthecustomersand

thereforethetechnologymanagementfunctionsintheorganisationshouldbe

abletoarguewhentoinvestontechnologydevelopmentandwenttowithdraw.

Interfacebetweentechnologyandbusiness
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A.Socialimplementation

1.technologyreachespeoplethroughbusiness.

2.Highexpectationofconsumers.

3.System complexity.

4.Socialchange.

5.Socialsystem.

B.Economicimplications

1.Increaseproductivity.

2.Needtospendonresearchanddevelopment.

3.Jobstendtobecomemoreintellectual.

4.Problem oftechno-structure.

5. needforbio-professionalandmulti-professional.

6. increaseregulationandstiffopposition.

7. insertabledemandforcapital.

8. riseanddeclineofproductsandorganisation.

9. businessboundariesredefined.

C.Plantlevelimplications

A.Technologyandorganisationstructure.

B. fearofrisk.
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C.Resistancetochange.

D.totalqualitymanagement(TQM).

E. businessprocessre-engineering.

F.E-commerceande-business.

G.FlexiblemanufacturingsystemFMS).

UNIT:6 GLOBALENVIRONMENT
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Globalisationreferstotheintegrationofeconomicsandsocietiesalloverthe

world.Itinvolvestechnological,economic,politicalandculturalexchangesmade

possible largely by advances in communication, transportation and

infrastructure.

AccordingtoAnthonyMcGrew defines"globalisationisaprocesswhich

generatesflowsandconnections,notsimplyacrossnation-statesandnational

territorialboundariesbutbetweenglobalregions,continentandcivilizations".

accordingtoR.JHoltondefine"globalisationrepresentsthetriumphof

capitalistworldeconomytiedtogetherbyaglobaldivisionoflabour".

Natureofglobalisation

 Liberalisation: itstandsforthefreedom ofentrepreneurstoestablishany

industryortradeorbusinessventure,withintheirowncountriesorabroad.

 freetrade:itstandsforfreeflowoftraderelationsamongallthenations.Each

stategrantsMFN(mostfavorednation)statustootherstatesandkeepsits

businessandtradeawayfrom excessiveandhardregulatoryandprotective

regimes.

 globalisationofeconomicactivity:economicactivitiesarebegovernedbothby

thedomesticmarketandalsotheworldmarket.Itstandsfortheprocessof

integratingthedomesticeconomywithworldeconomies.

 liberalisationofimportexportsystem:itstandsforliberatingtheimportexport

activityandsecuringfreeflowofgoodsandservicesacross-borders.

 privatisation:keepingthestateawayfrom ownershipofmeansofproduction

and distributionand letting thefreeflow ofindustrial,tradeand economic

activityacrossborders.

 increasedcollaborations:encouragingtheprocessofcollaborationsamongthe

entrepreneurswith aview to securerapid modernization,developmentand

technologicaladvancement.
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 Economicreforms:encouragingfiscalandfinancialreformswithaviewtogive

strengthtofreeworldtrade,freeenterprise,andmarketforces.

INTERNATIONALBUSINESS

Internationalbusiness refers to the type ofbusiness thatconducts

businesstransactionallovertheworld.thesetransactionsincludethetransfer

ofgoods,services,technology,managerialknowledge,and capitalto other

countriesinternationalbusinessinvolvesexportsandimports.

accordingtotheDaniels.J,defines"internationalbusinesscomprisesall

commercialtransactionsprivateandgovernment,sales,investments,logistics

andtransportationthattakeplacebetweentwoormoreregions,countriesand

nationsbeyondtheirpoliticalboundaries".

Challengesofinternationalbusiness

1.compliances and regulations:whether you are smallbusiness shipping

homemade handbags through a website ofconsulting firms offering your

servicesto multinationalcorporations,youmustunderstand theand follow

variousrulesandregulationsthatgovernyourgoodsandservices.Youmust

complywiththattaxlawsandthedifferentcountriesaswellasstatutoryexport

regulations.

2.CultureandLanguage:Oneoftheadvantagesofaglobaleconomyisthatmore

smallbusinessescompetecompetitively.However,few smallbusinessesare

preparedtohandlethecustomerservicecallsfrom China,Vietnam andother

emergingmarketskeytothesuccessofaglobalcompetitor.

3.EnvironmentalImpact:Recyclingisrapidlybecomingacommonpracticein

mootU.S.compassasbusinessleaderrealizetheimpacttheirbehavioron

globalenvironmentissuesYoumaybechallengedtoincorporatesuccessful

recyclingprogram becausetheymaybecost-prohibitiveorjustinconvenient
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4.TechnologyandCommunication:Oneofthebiggestchallengesfacingglobally

competitive marketplaces in communication issues that crop up when

technologydoesn'tkeepupineverynextWhenyourcompanyreliesondisparate

systemsthatcan'tcommunicatewithandother,yourbookkeepinggetabogged

down,andorderssloworcase.

5.Cost:Thisisoneofthekeyfactorsthatwilldriveyouandyourcompany

towardsinternationalbusiness.Youmustcalculateallpossiblecoststhatmay

beincur.Howdoyougettheproductsdeliveredinthemosteconomicalway?

ThisisthequestionthatyoumustfindthemostaccurateanswerforAttheend

ofthedayifthetotalcostwillbemorethanyourexpectationyoumayreconsider

takingtheriskofopeningyourdoortointernationalbusiness

6.PaymentMethodsandCurrencyRate:Theseareotherobstaclesthatthesmall

businessownermustaddressbeforeacceptingorplacinginternationalorders.

Countriesmayhavedifferentpaymentmethodsthatarelocallypopularbatmay

notbecommonlyusedinternationally.Inordertosecureyourbusinessalways

selectstheaboutinforyou.Thecurrencyexchangeratesaleofimportance.You

mustbeawareofthecurrencyexchangeratesatthetimeofbuyingorselling

products.

7.ChoosingtheRightShippingMethod:Howtoshipthecargoinatimely,safeand

cost-effectivefashion?Whichoptionledbebestforyouandyourgoods:Air,LCL

orFCL?Thesequestionsmayseemcomplicatedifyouarenewtotheshipping

industry.WhengettingstartedyouWanttoreducetheriskandworkwith3PL's

astheyhavethelogisticsexperienceknowledge,andsoftwareasmallcompany

doesnothave,andtheycostlessthanhiringemployeeswithsuchexpertise.

Strategiesforgoingglobal

1.Severecompetitioninhomemarket:Competitionmaybecomemayadriving

forcebehindglobalizationMarketdoesnotnormallymotivatecompaniestoseek

businessoutsidethehomeMarket.UntiltheliberalizationswhichstartedinJuly

1991,theIndianeconomywashighlyprotectedmarket.
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2.Limitedhomemarket:Thedomesticcompaniesgoglobalbecauseoflimited

homemarket:

exampleAutomobile(suzuki)companyjapanisachievingmoreprofit

andsalesinotherCountrieswhencomparetotheirhomecountry.

3.Politicalstability v/s politicalinstability:The governmentpolicies and

regulationsmayalsomotivateglobalization.ManyCountriesgovernmentgivea

numberofincentivesandotherpositivesupporttoglobalCompaniestoinvestin

theircountry.Similarly,fewcountriespoliticalenvironmentisNotstableinthose

countriesdoingbusinessisverydifficult

4.Availabilityoftechnologyandmanagerialcompetency:Globalizationhelpsin

transferoftechnology.Humanresourceandcapitalfromsurplustotheneeded

placebythiswaytheyachievethebusinessobjectives.

Example:-suzukihadjointventurewithmaruthicarcompanyindiabecuethe

technologyAndmanagerialcompetence

5.Highcostoftransformation:Theamericanbasedoilcompanieshavestarted

theirbranchesinoilextractionCountriesbecauseofhighcostoftransformation

duethatmanycountriestheystartedTheirbusinessin foreign countriesto

reducecostoftransformation

6.Nearnesstoraw materials:Theeuropeancompaniesandamericanbased

companiesstartedtheirbranchesinForeigncountrieswhereraw materialin

availableinordertoreducetransportationcostAndsmoothflowoftheoperation.

7.Availabilityofhumanresources:Thecompanieslikebpo,kpoandotherit

companiesenterintoindiabecauseAvailabilityofhumanresourceinthatway

manycompaniesgoglobaltomakeuseofHumanandnaturalresources.

8achievehighrateofprofit:Thedomesticcompaniesmainlygoglobalbecause

toachievehighrateofprofit.Domesticmarketislimitedandmorecompletionin

thosecasefirmaprefersglobaltoAchieveprofits.

example:automobile(suzuki)companyjapanisachievingmoreProfitandsales

inothercountrieswhencomparetotheirhomecountry.
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9.Expandingofproductioncapacity:Inmanycountriesmarketisverylimitedthe

multinationalcompaniesliketoyota,Automobiles,pepsi,shell,microsoft,general

electrical,mcdonaldhavehugeProductioncapacitybutthedomesticmarketis

limitedsotheymovetoglobalmarketAndincreaseproduction,salesandhigh

rateofprofits.

10.Liberalization:Liberalization is the process ofeliminating unnecessary

controland restrictionsonthesmoothfunctioning ofbusinessenterprises.

Abolishingindustriallicensingrequirementsinmostoftheindustries.

11.Increase marketshare:Globalbusinesshascertain spin-offbenefitsto

globalbusinessmayhelptheCompanytoimproveitsdomesticbusiness.Global

business,thus,becomesofGainingbettermarketsharedomestically.Further,

exportsmayhavepay-offfortheInternalmarkettoobyofferingthedomestic

marketbetterproducts

12. Avoid tariffs and import quotas:The global companies take into

considerationoftariffsandquotasbeforeenteringIntoanyforeigncountries.

Example:china announced less tariffto globalcompaniesBecause ofthat,

internationaltradehasincreased

13.Monopoly:Insomecases,globalbusinessisacorollaryofthemonopoly

powerwhichafirmEnjoysinternationally.Monopolypowermayarisefrom such

factors as monopolizationOfcertain resources,patentrights,technological

advantage,product differentiation etc. Such monopoly power need not

necessarilybeanabsoluteonebutevenadominantPositionmayfacilitate

globalization.

Advantagesofglobalization

1.Easygrowthintechnology:Globalizationhelpsinthemovementoftechnology

from advancedcountriestotheDevelopingcountries,sowethelatterimplement

them intheirowncountriesaspartofDevelopingprogram.
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2.Flow ofcapital:Acountrysufferingfrom needoradequacyofcapitalcanbe

financedbyacountry,whichHasgotsurplusofit,throughglobalization.Thusit

helpsinfreeflowofcapitalfrom oneCountrytoanother.

3.Widermarket:Expand the marketfree flow ofcapitalalong with the

technologyhelpsthedevelopingCountriestoboostuptheirindustriesintheir

countries.

4.Increasinglivingstandards:Furtherglobalizationreducespricesandthereby

enhancesconsumptionandlivingstandardsofpeopleinallthecountriesofthe

world.

5.Increasingjobopportunities:Ashiftinthemanufacturingfacilitiesfrom one

countrytoanothercountry,whereitisAvailableatlow costandothersimilar

reasons,provideemploymentopportunitiesintheCountrywhereithasbeen

shifted.

6.Effectsoneconomicgrowthfrom inflationisreduced:Globalcompetitionand

importskeepalidonprices,soinflationislesslikelytoDerail/harm economic

growth.

7.Optimum and properutilization ofresources:Human resources natural

resourcesandcapitalresourcestoprovidecontributestowardsThebalanced

humandevelopmentacrosstheglobe.

8.Moreproductsavailability:Differentcountriesarerichindifferentfactorsof

productionlikerawmaterials,cheapLabour,goodclimateconditions,technology

etc.Andcreatemoreproducts.

9.Decreasesthediscriminationamongthenations:Itbuildsgoodrelationship

betweenamongthenations.

10.Increaseunityamongthenations:Resultsofglobalizationlikebalanced

industrial,socialandeconomicdevelopmentoftheWorldnations.

11.Division oflabourand specialization ormore products availability:To
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promotetalentanddivisionoflabourdifferentcountriesinexportdifferent

products Example: kenyaspecialistintea.

Brazilspecialistincoffee.

Japanspecialistinautomobile.

Indiafamousintextiles.

12.Culturaltransformationorexchange:Culturalexchangeispossiblethrough

globalizationsitisreducesthephysicaldistanceandPavethewayforexchange

ofviews,opinions,ideasandthoughtsetc.

Disadvantagesofglobalisation

1.Governmentpolicyand procedure:governmentpolicyandproceduresin

IndiaAreamongthemostcomplex,confusingandcumbersomeintheworld.

Governmentpolicyand thebureaucraticcultureinindiainthisrespectare

notThatencouraging.

2.Highcost:highcostofmanyvitalinputsandotherisgenerallyotherfactors

likeRaw materialsandintermediaries,power,finance,infrastructuralfacilities

likePort,etc.,tendtoreducetheinternationalcompetitivenessoftheIndian

business.

3.Poorinfrastructure:infrastructurein thecountryisgenerallyinadequate

andInefficientandtherefore,verycostly,thisisaseriousproblem affectingthe

Growthaswellascompetitiveness.

4.Obsolescence:thetechnologyemployed,modesandstyleofoperation,etc.,

inGenerally,obsoleteandtheseseriouslyaffectthecompetitiveness.

5.Resistance to changes:there are severalsocio-politicalfactors whole

resistChange and this comes in the way ofmodernization and efficiency

improvement.Technological modernization is resisted due to fear of

unemployment.

6.Poorqualityimageandsupplyproblem:dueto variousreasonsthequality

ofManyproductsispoor. Evenwhenthequalityisgood,thepoorquality
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imageIndiahasbecomeahandicap.

7. Trade barriers: although the tariff barriers to trade have been

progressivelyReduced,thankstothegatt/wto,thenon-tariffbarriershavebeen

increasingParticularlyin the developed countries.Further,the trading blocs

.couldalsoadverselyaffectindia'sbusiness.

8.Smallsizeandlackofexperience:becauseofthesmallsizeandthelow

levelOfresourcesinmanycasesindianfirmsarenotabletocompetewiththe

giantsofOthercountries.Eventhelargestoftheindiancompaniesaresmall

comparedtoThemultinationalgiants.

9.Takeoverofnationalfirms:therearealargenumberofcasesoftakeover

ofNationalfirmsbyforeignfirms.Insomecases,thedomesticfirmshadto

handoverthemajorityofequitytoforeignpartnersofjointventuresduetotheir

inabilitytoBringinadditionalcapital.

WORLDTRADEORGANISATION(WTO)

TheWTOwasestablishedonJanuary1,1995.ItistheembodimentOfthe

UruguayroundresultsandthesuccessortoGATT.76governmentsBecame

membersofWTOonitsfirstday.Ithasnow146members,IndiaBeingoneof

thefoundermembers.IthasalegalstatusandenjoysprivilegesAndimmunities

onthesamefootingastheIMFandtheworldbank.Itiscomposedofthe

ministerialconferenceandthegeneralcouncil.Theministerialconference(mc)

isthehighestbody.ItiscomposedofTherepresentativesofallthemembers.

TheministerialconferenceistheExecutiveoftheWTO andresponsiblefor

carryingoutthefunctionsofTheWTO.Themcmeetsatleastonceeverytwo

years. Thegeneral council (GC) is an executive forum composed

ofRepresentativesofallthemembers.TheGCdischargesthefunctionsOfMC

during theintervalsbetween meetingsofmc.The GC hasthree Functional
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councilsworkingunderitsguidanceandsupervisionnamely:

A)councilfortradeingoods.

B)councilfortradeinservices.

C)councilfortraderelatedaspectsofintellectualpropertyrights

Director-generalheadsthesecretariatofWTO.HeisresponsibleForpreparing

budgetsandfinancialstatementsoftheWTO.WTOhasNowbecomethethirdpillar

ofunitednationsorganization(UNO)afterWorldbankandinternationalmonetary.

ObjectivesofWTO

 Toreducetherestrictionontradeandservicesbarrier

 Toraisestandardoflivingofpeoplebelongingtomembercountries

 Topromotefullemployment.

 Toexpandproductionandtrade.

 Tooptimizeutilizationofworldresources.

 Toworktowardssustainabledevelopmentandhealthyenvironmentgotogather

 tosecurebettershareofgrowthisdevelopingcountriesintheworldtrade

 toremovemultilateraltradeagreement

FunctionsofWTO

1. Resolve the trade disputes: the WTO administers the integrated

disputeSettlementsystem,which is a centralelementin providing security

andPredictabilitytothemultilateraltradingsystem,servingtopreservetherights

andObligationsofthemembersofWTO.

2. Administered and implementing multilateral and plurilateral

tradeAgreements:the WTO facilitates the implementation,administration

andOperationoftheWTO agreementandthemultilateraltradeagreements
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andFurtherstheirobjectives.Italsoprovidestheframework,forthoseofits

membersWhohaveacceptedthem,fortheimplementation,administrationand

operationofTheplurilateraltradeagreements.

3.Act as a watch dog of internationaltrade:the WTO is monitors

allInternationaltradeactivitiesand providing disputesettlementservicesof

theMembercountries

4. Act as a management consultant for world trade: the WTO is

providesTechnicalco-operationmanagementtrainingprogrammetoitsmember

countriesRegardingfiscalpolicy,monetarypolicyandotherfinancialpolicies.

(likeTechnicalco-operation,trainingtomembercountries)

5.Acting asa forum formultilateraltradenegotiations:thewto provides

theForum fornegotiationsonmultilateraltraderelationsinmatterscoveredby

itsVarious agreements. It may also, on decision by the ministerial

conference,Provideaforum forfurthernegotiationsandaframeworkforthe

implementationOftheirresults,onotherissuesarisinginthemultilateraltrade

relationsamongMembers

6.Co-operationwithotherinstitutionslikeIMF,IBRD,ILO:theWTOalsoProvides

co-operation with the internationalmonetary fund,world bank andOther

internationalinstitutions.

7. Overseeing nationaltrade policies:the WTO administers the trade

policy,Review mechanism, which is designed to contribute to greater

transparencyandUnderstanding ofthetradepoliciesand practicesofWTO

memberstotheImprovedadherencetotherules,disciplinesandcommitments

ofthemultilateralTradingsystem andhencetothesmootherfunctioningofthe

system

8.Maintainstraderelated data base:theWTO maintainstradedatabase

relatedToitsmembercountriesinordertofacilitateinternationaltrade.

TRADINGBLOCKS:[2010/2011-2marks]
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Anagreementbetweenstates,regions,orcountries,toreducebarriersto

trade betweenThe participating regions.A trade block is a type of

intergovernmentalagreement or a part of a regional.Intergovernmental

organization.Itreducestradebarriersamongtheparticipatingstates

Objectivesoftradingblocks:

1)toremovetraderestrictionsamongmembernations

2)toimprovesocial,political,economicandculturalrelationsamongmember

nations

3)toencouragefreetransferofresources.

4)toestablishcollectivebargaining.

5)topromoteeconomicgrowth.

Importantquestions2MARKS

1. Whatisbusinessenvironment?

2. Writethemeaningofinternationalbusiness?

3. Givethemeaningoftechnologicalenvironment.?

4. Whatisnaturalenvironment?
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5. Whatisecosystems?

6. Givethemeaningoftechnologicalenvironment.

7. Whatiseconomicplanning?

8. Writethemeaningofinternationalbusiness?

9. Whatisbusinessenvironment?

10.Whatismeantbymicroenvironmentofbusiness?

11.Whatisglobalization?

12.Whatismonetarypolicy?

13.Whatisnaturalenvironment?

14.Whatiseconomicenvironment?

15.Whatismonetarypolicy?

16.Nameanyfourobjectivesofindustrialpolicy.

17.Nameanyfoursocialimpactsoftechnology.

18.Whatisglobalization?

19.ExpandMNCandWTO.

20.Whatislegalenvironment?

21.Whatistradingblocs?

22.Whatcanyoudowhatyoumeanbycapitalism?

23.Mentionthetoolsoffiscalpolicy?

24.StatethedifferencebetweenGAATandWTO.

5-and15-marksquestions

1. Givethemeaningofexternalenvironment.Mentionthetypesofexternalenvironmentand

explainthemicroenvironmentalfactors.

2. Explaintheobjectivesandlimitationsofindustrialpolicy1991.

3. explaintheimpactofnaturalenvironmentonbusinessdecision.

4. Explaintheneed,benclitsandobjectivesofprivatization.

5. Explaintheobjectivesandlimitationsofindustrialpolicy1991.
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6. ExplainthefunctionsandprinciplesofWTO

7. Definitionofbusinessenvironment.Explainthesignificanceofbusinessenvironment

8. Explaintheimpactsofindustrialpolicy1991andlimitationsbrieflyexplain.

9. Explainthefactorsaffectingeconomy.

10.Explaintheimpactoftechnologyonbusiness.

11.ExplainthefunctionsandprinciplesofWTO.

12.Explainthenatureofbusiness.

13.Give the meaning ofeconomic environmentand explain the componenteconomic

environment.

14.Explainthesocialbenefitsoftechnologicalenvironment.

15.Discusstheconceptof"naturalenvironment".

16.Writethefeaturesofbusinessenvironment.

17.BrieflyexplaintheobjectivesofExim policy.

18.Explaintheconceptof"naturalenvironment".


