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Chapter Snapshot

A 60-second overview before you start.

# Question Answer

1 What is this chapter about? Everything OUTSIDE the business that affects it — 
economy, society, technology, politics, laws — and how 
managers must adapt.

2 Why is this chapter important? Real businesses live or die based on environmental 
scanning. Easy 6-8 marks if you understand the 5 
dimensions clearly.

3 Where is it used in real life? Every business decision — when to launch, where to sell, 
what price to set — depends on the environment.

4 Why do students find it tough? Many overlapping terms: 'specific forces', 'general forces', 
'dimensions'. Demonetisation and LPG reforms feel like 
history, not business.

5 How should I study it? Anchor each dimension to one news story you've seen. 
Real examples make the chapter unforgettable.

6 Expected exam relevance High. 5-mark or 6-mark question on dimensions OR LPG 
impact is almost guaranteed.

7 Most important areas Features, Importance, 5 Dimensions (PESTL), 
Demonetisation impact, LPG reforms impact.

8 Difficulty level Medium. Looks easy but case studies are tricky.

9 Time to revise First read — 90 min. Second — 45 min. Final — 25 min.

10 One-line summary Business environment is the SUM of all external forces that 
affect a business — and a smart manager scans it 
continuously.
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Section 1   Big Picture of the Chapter

Imagine this...

It is November 2016. You own a successful readymade clothes shop in Mehsana. Cash 
business, no credit cards, no UPI. One evening, the Prime Minister appears on TV and 
announces:

"From midnight, 500 and 1000 notes are no longer legal tender."₹ ₹

Suddenly, 86% of the cash in India is useless overnight. Your shop is full of stock you bought 
last week — but customers have no money to pay. Your supplier wants payment, but the bank 
is closed. Your daily sales drop from 40,000 to 2,000.₹ ₹

What just happened? The ENVIRONMENT around your business changed. You didn't 
change. Your shop didn't change. But one government decision flipped everything.

Now ask: could you have predicted this? Could you have prepared — by accepting card 
payments, by having less cash stock, by having backup suppliers?

The answer is YES — if you had been scanning the environment instead of just running your 
shop in isolation.

This chapter teaches you the 5 dimensions of the environment outside a business: 

• Economic (money, interest, growth)

• Social (customs, lifestyle, culture)

• Technological (internet, AI, digital payments)

• Political (government stability, attitude to business)

• Legal (laws, taxes, GST, FEMA)

It also teaches you about Demonetisation (2016) and LPG reforms (1991) — two big 
environmental shocks that reshaped Indian business forever.

TEACHER TIP — SMIT SIR

Smit Sir's hook: Start with the demonetisation story. Every student has heard it from 
elders. Once they connect their own family's experience to the chapter, they own it.
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Section 2   Learning Objectives

After studying this chapter, you will be able to:

1. Define business environment in CBSE language.

2. Explain the 7 features of business environment with examples.

3. List and explain the 6 importance points (why environmental scanning matters).

4. Explain the 5 dimensions of business environment (PESTL).

5. Describe demonetisation, its features and impact on the Indian economy.

6. Understand the 1991 economic reforms — Liberalisation, Privatisation, Globalisation 
(LPG).

7. Explain the impact of LPG on Indian business and industry.

8. Apply this knowledge to identify environmental issues in case studies.

9. Write structured 4/5/6-mark answers on environmental topics.

EXAM TIP

Exam mindset: If you can match every business news headline to one of the 5 
dimensions, you've mastered this chapter. Practice this skill daily — read just 3 newspaper 
headlines a day and classify them.
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Section 3   Chapter Map

One glance — the whole chapter at a structure level.

Topic 
No.

Topic Name What You'll Learn

1 Meaning of Business 
Environment

Definition + concept

2 Features of Business 
Environment

7 characteristics that describe what it is

3 Importance of Business 
Environment

6 reasons why scanning the environment matters

4 Dimensions of Business 
Environment

5 dimensions — Economic, Social, Technological, 
Political, Legal

5 Demonetisation (2016) Meaning, features, and impact on the economy

6 Economic Reforms 1991 (LPG) Liberalisation, Privatisation, Globalisation

7 Impact of LPG on Business & 
Industry

7 changes businesses had to face after 1991

MEMORY TRICK

Anchor flow: Meaning → Features → Importance → 5 Dimensions (PESTL) → 
Demonetisation → LPG reforms → Impact.

Hindi flow: "Pehle environment ka matlab, phir features, phir importance, phir 5 
dimensions, phir demonetisation ka asar, phir 1991 ka LPG aur uska asar."
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Section 4   Key Terms Before Starting

Lock these 12 terms before reading further.

Term Simple Meaning One-line Example

Business 
Environment

All external factors that affect a 
business.

Inflation, customer taste, technology, 
government — all are 'environment'.

Specific Forces Forces that affect only ONE business 
directly.

Customers and suppliers of a 
specific company.

General Forces Forces that affect ALL businesses 
indirectly.

Inflation, war, weather, demographic 
trends.

Opportunity A positive change in the environment 
that helps the business.

Smartphone boom → opportunity for 
Reliance Jio.

Threat A negative change in the environment 
that hurts the business.

Online shopping → threat for 
traditional kirana shops.

Economic 
Environment

Money-related forces — inflation, 
interest, GDP, income.

RBI cuts interest rates → home loans 
become cheaper.

Social Environment Forces related to society — customs, 
lifestyle, values.

Rising health awareness → boom in 
yoga centres.

Technological 
Environment

Changes in technology that affect 
business.

AI tools changing how content is 
created.

Political Environment Stability of government, attitude 
toward business.

Pro-business government → more 
foreign investment.

Legal Environment Laws, regulations, court rulings. GST replaced multiple taxes in 2017.

Demonetisation Government withdrawing certain 
currency notes from circulation.

8 Nov 2016 — 500 and 1000 ₹ ₹
notes withdrawn.

LPG Liberalisation, Privatisation, 
Globalisation — the 1991 reforms.

Coca-Cola returned to India after 
LPG in 1991.
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Section 5   Detailed Topic-wise Notes

Topic 1   Meaning of Business Environment

A. Simple Meaning

Business environment means everything around a business that can affect its working — but 
is outside its control. Things like the economy, government rules, customer taste, technology, 
and competition.

B. CBSE / NCERT Definition

DEFINITION

Business Environment refers to the totality of external forces, factors and institutions that 
are outside the control of the business but may affect its functioning.

Three key ideas: 

(i) Totality — ALL external forces taken together.

(ii) External — things OUTSIDE the business (customers, suppliers, government, society, 
technology).

(iii) Outside control — the business cannot control them, but must adapt to them.

C. Detailed Explanation

Imagine a business as a living organism. Just as your body lives inside an environment (air, 
water, food, climate), every business lives inside an environment (economy, society, laws, 
technology). Your body must adapt to the environment to survive — so must a business.

A business that ignores its environment is like a person walking blindfolded in traffic — sooner 
or later, something will hit it. Successful businesses constantly scan the environment for 
opportunities and threats.

D. Real-Life Example

EXAMPLE

Nokia was the #1 mobile phone brand in 2007. By 2014, it was nearly dead. Why? It 
ignored the smartphone revolution (technological environment) and Apple/Samsung 
overtook it. The world changed; Nokia didn't.

E. Business Example
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EXAMPLE

In 2016, demonetisation forced every kirana shop to learn UPI within 6 months. Those who 
adapted (started accepting PhonePe, Paytm) survived. Those who didn't lost customers to 
neighbouring shops that did.

F. Why This Topic Matters

CBSE asks 1-mark and 2-mark direct definitions almost every year. Plus, every case study 
assumes you understand 'environment' correctly. Get the definition right; the rest becomes 
easier.

G. Keywords for Exam

KEYWORDS FOR EXAM

Must-use: totality, external forces, factors, institutions, outside control, affect functioning, 
sum total.
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Topic 2   Features of Business Environment

These are the 7 features that describe what business environment is. Very common 4 or 5-
mark question.

1. Totality of External Forces

Simple meaning: Business environment is the SUM TOTAL of all external forces, not just one 
or two.

Explanation: It includes everything outside the business — customers, suppliers, government, 
competitors, society, technology, economy, laws, weather, demographics. All taken together = 
the environment.

EXAMPLE

When you decide whether to open a tuition class, you have to think of: parents' income 
(economic), exam pressure culture (social), online learning (tech), government regulation 
(legal), and rival tutors (competition). ALL these together = the environment.

Keywords: totality, sum total, all external forces

2. Specific and General Forces

Simple meaning: The environment has TWO types of forces — specific (direct effect on one 
business) and general (effect on all businesses).

Explanation: Specific forces include customers, competitors, suppliers, investors — they affect 
a particular business directly. General forces include economic, social, political, legal, 
technological factors — they affect every business indirectly.

EXAMPLE

A customer complaining about your product = specific force (only affects YOU). A rise in 
petrol price = general force (affects every business that uses transport).

Keywords: specific forces, general forces, direct, indirect

3. Inter-relatedness

Simple meaning: All the elements of the environment are linked to each other — one change 
triggers others.

Explanation: Economic, social, political, technological, and legal forces don't act in isolation. 
They influence each other. A change in one creates ripples in others.

EXAMPLE

Rising health awareness (social) → demand for organic food (economic) → government 
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promotes 'eat right' campaigns (political) → new food safety laws (legal) → tech startups for 
organic delivery (technological). All connected.

Keywords: inter-related, connected, ripple effect, influence each other

4. Dynamic Nature

Simple meaning: The environment keeps CHANGING all the time. Nothing stays the same.

Explanation: Customer taste, government rules, technology, prices, fashion, competitors — 
everything keeps shifting. A business must adapt continuously. What worked last year may fail 
this year.

EXAMPLE

What people watched in 2010 (cable TV) is very different from what they watch now 
(Netflix, YouTube, Instagram Reels). The 'entertainment environment' is dynamic.

Keywords: dynamic, constantly changing, evolving, never static

5. Uncertainty

Simple meaning: It is HARD to predict exactly what changes will happen and when.

Explanation: Even experts often get predictions wrong. Wars, pandemics, sudden government 
decisions, new technologies — many changes are surprises. A business cannot perfectly 
forecast the future.

EXAMPLE

Nobody in 2019 predicted COVID-19. Yet by March 2020, every business was forced to 
change overnight — schools went online, restaurants did delivery only, gyms closed.

Keywords: uncertain, unpredictable, hard to forecast, surprises

6. Complexity

Simple meaning: The environment is made up of MANY forces interacting in COMPLEX ways 
— hard to fully understand.

Explanation: It's not enough to know one or two forces. A manager must understand the whole 
system — and the system is messy, interconnected, and constantly shifting. No two managers 
will analyse the environment exactly the same way.

EXAMPLE

Why did Maggi face a crisis in 2015? Customer health awareness (social) + lab test by govt 
(legal) + media frenzy (specific) + competitor actions (specific) + Nestle's response 
(internal) — complex web. Impossible to point to ONE cause.
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Keywords: complex, complicated, multiple forces, hard to fully understand

7. Relativity

Simple meaning: The environment is RELATIVE — what is an opportunity in one 
country/region may be a threat in another.

Explanation: The same environmental change has different effects in different places. Climate, 
culture, income levels, government policies vary — so the business environment is not 
universal.

EXAMPLE

A demand for SUVs is rising in India (opportunity for Mahindra) but FALLING in Europe 
(threat for European auto makers, who are shifting to small EVs).

Keywords: relative, varies, place-specific, region-dependent

MEMORY TRICK

Memory trick — "T-S-I-D-U-C-R":

T — Totality of external forces

S — Specific and general forces

I — Inter-relatedness

D — Dynamic

U — Uncertainty

C — Complexity

R — Relativity

Story: "Total Specific Inter-related Dynamic Uncertain Complex Relative" — T-S-I-D-U-C-
R. Repeat 5 times — sticks.
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Topic 3   Importance of Business Environment

Why should a manager bother scanning the environment? Six reasons. Common 5-mark or 6-
mark question.

1. Identification of Opportunities to Get First-Mover Advantage

Explanation: Environment-aware managers spot opportunities EARLY — before competitors. 
Those who act first capture the market and build a strong brand. The reward of being first is 
huge.

EXAMPLE

Reliance Jio saw the opportunity for cheap 4G data in India before others. Result: 400+ 
million users within 4 years and the biggest telecom company in India.

Exam line: Continuous scanning helps managers identify opportunities EARLY, take action 
FIRST, and capture markets before competitors.

2. Identification of Threats and Early Warning Signals

Explanation: Just as a doctor spots disease early, a smart manager spots threats early — and 
prepares defences before damage happens.

EXAMPLE

Maruti realised early that Tata and Mahindra were entering the small-SUV market. So 
Maruti launched the Brezza early to defend its position. Quick reaction to a spotted threat.

Exam line: Environmental scanning gives early warning signals about threats, helping the firm 
take preventive action before damage occurs.

3. Tapping Useful Resources

Explanation: The environment is the source of inputs for any business — finance, labour, 
materials, technology, customers. By understanding the environment, a business can secure 
the best resources at the best terms.

EXAMPLE

Wipro shifted many operations to Tier-2 cities like Mysore and Coimbatore because the 
talent (resource) was available there at lower cost than in Bangalore.

Exam line: Environment is the SOURCE of resources — analysing it helps the business tap 
quality resources at competitive prices.

4. Coping with Rapid Changes
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Explanation: The environment changes fast. Only those businesses that anticipate and adapt 
to changes survive. Without environmental analysis, change catches you off guard.

EXAMPLE

When Aadhaar-based eKYC became mandatory in banks, those who had digital systems 
ready (HDFC, ICICI) coped easily; those who didn't (some old banks) struggled for months.

Exam line: Environmental awareness helps a firm cope with rapid changes by being ready in 
advance rather than reacting in crisis.

5. Assisting in Planning and Policy Formulation

Explanation: Every plan a business makes — for finance, marketing, hiring, production — must 
be based on environmental realities. No plan can be made in a vacuum.

EXAMPLE

Maruti's plan to launch electric vehicles by 2025 was based on government's EV policy 
(legal/political environment) + rising fuel prices (economic) + climate awareness (social).

Exam line: All planning and policy decisions must be guided by an understanding of the 
environment in which the firm operates.

6. Improving Performance

Explanation: Firms that scan and respond to their environment perform better than those that 
don't. They have higher profits, faster growth, and stronger reputation.

EXAMPLE

Companies that adopted work-from-home and digital tools quickly during COVID-19 
outperformed those that resisted change. Same opportunity; different reaction; very 
different results.

Exam line: Continuous environmental analysis improves overall performance through better 
decisions, faster response, and reduced risk.

MEMORY TRICK

Memory trick — "O-T-R-C-P-P":

O — Opportunities (first-mover)

T — Threats (early warning)

R — Resources (tapping useful)

C — Cope with rapid changes

P — Planning and policy
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P — Performance improvement

Recall phrase: "Opportunities, Threats, Resources, Cope, Plan, Perform."

© Smit Sir Commerce  •  Business Environment



CBSE Class 12 Business Studies — Chapter 3  |  smitsircommerce.vercel.app

Topic 4   Dimensions of Business Environment

The environment has 5 dimensions — easily remembered as PESTL (Political, Economic, 
Social, Technological, Legal). NCERT order is E-S-T-P-L. Either order is fine — use whichever 
sticks.

DEFINITION

The 5 Dimensions:

1. Economic Environment — money, prices, growth, income.

2. Social Environment — customs, culture, lifestyle, values.

3. Technological Environment — machines, methods, internet, AI.

4. Political Environment — government, stability, attitude.

5. Legal Environment — laws, regulations, court rulings.

Dimension 1 — Economic Environment

Meaning: All economic factors that affect a business — like interest rates, inflation, exchange 
rate, income levels, savings, investment, GDP, stock market, and economic policies.

Components:

• Interest rates set by RBI (affects borrowing cost)

• Inflation (affects prices, customer purchasing power)

• GDP growth rate (affects demand for goods and services)

• Exchange rates (affects imports/exports)

• Income levels and savings rate

• Stock market performance

EXAMPLE

Example: When RBI cut interest rates in 2020, home loans became cheaper → real estate 
sales went up → cement and steel demand rose. Domino effect from one economic 
change.

Dimension 2 — Social Environment

Meaning: Social forces — customs, traditions, values, lifestyle, language, religion, education 
levels, family size, social attitudes — that affect customer preferences and workforce.

Components:

• Customs and traditions

• Lifestyle changes (urban vs rural, fitness, fashion)

• Family structure (joint vs nuclear, dual income)

• Education levels
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• Religious and cultural values

• Demographic trends (age, gender, population growth)

EXAMPLE

Example: Rising health awareness has made organic products, yoga centres, fitness apps, 
and millet products huge markets. Social shift created economic opportunity.

Dimension 3 — Technological Environment

Meaning: Technological changes — new machines, methods of production, materials, internet, 
AI, automation — that affect how business is done.

Components:

• New scientific discoveries and inventions

• Internet, mobile, AI, cloud computing

• Automation and robotics in factories

• E-commerce and digital payments

• Changes in production techniques

EXAMPLE

Example: UPI changed payment forever. Once Paytm and PhonePe spread, even 
paanwalas accepted digital payments. Old cash registers became obsolete in some 
businesses.

Dimension 4 — Political Environment

Meaning: The political conditions of the country — government stability, type of government, 
government's attitude to business, political party in power, foreign policy, and relations with 
other countries.

Components:

• Political stability (stable govt vs frequent change)

• Government's attitude toward business (pro or anti)

• Election cycles and policy uncertainty

• Government policies — Make in India, Digital India, Start-up India

• International relations affecting trade

EXAMPLE

Example: Make in India (2014) was a political initiative that attracted Apple, Samsung, and 
other multinationals to set up factories in India. A political environment shift opened 
business opportunities.

Dimension 5 — Legal Environment

Meaning: All the laws, rules, and regulations that a business must follow — including company 
law, tax laws, labour laws, environmental laws, consumer protection laws, and court 
judgements.
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Components:

• Companies Act, Income Tax Act, GST Act

• Labour laws (minimum wages, working hours, leave)

• Consumer Protection Act

• Environmental laws (pollution control)

• FEMA, SEBI rules

• Court rulings

EXAMPLE

Example: GST (2017) replaced multiple central and state taxes with ONE unified tax. 
Every business had to update accounting software, billing systems, and registration. Legal 
change, business-wide impact.

MEMORY TRICK

Memory trick — "PESTL" or "PEST-L":

P — Political

E — Economic

S — Social

T — Technological

L — Legal

Indian-style memory: "Politics ki Economy, Society ki Technology, sab kuch Law ke 
andar." Repeat once — never forget.
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Topic 5   Demonetisation (2016)

A. Meaning

Demonetisation means the withdrawal of a particular currency note from circulation. The 
note is no longer 'legal tender' — i.e. you cannot use it to pay or receive payment.

In India, on 8 November 2016, the government announced that 500 and 1,000 notes would ₹ ₹
no longer be legal tender from midnight. People had to deposit them in banks within a fixed 
window.

Purposes claimed by the government:

• Curb black money

• Fight counterfeit currency

• Stop terror funding

• Push the economy toward digital payments

B. Features of Demonetisation

1. Tax Administration Measure

It was a tool to bring undeclared income into the formal economy. People who had cash hoards 
had to either deposit and pay tax — or lose their money.

2. Channelizing Savings into Formal Financial System

Money that was lying as cash at home got pushed into bank accounts, mutual funds, insurance, 
fixed deposits. The formal financial system gained huge new deposits.

3. Creating a Less-Cash Economy

Demonetisation pushed people to adopt UPI, debit cards, digital wallets like Paytm, PhonePe. 
Cash dependence dropped sharply, especially in urban India.

C. Impact of Demonetisation

1. Money/Interest Rates

Huge cash deposits into banks → banks had more money to lend → lending interest rates fell. 
This was good for borrowers (home loans, business loans cheaper).

2. Increase in Private Wealth (Some Forms)

While many small businesses lost cash income, organised sectors and people with formal 
incomes saw their bank balances rise. Mutual fund and stock market participation grew.

3. Increase in Public Sector Wealth

Banks (mostly public sector) saw deposit surge. The government also gained from increased 
tax compliance and higher digital transaction records.
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4. Boost to Digital Transactions

UPI usage jumped many times in just a few months. Paytm transactions exploded. India 
became one of the fastest-growing digital payment markets in the world.

5. Real Estate

Real estate sector (which had a lot of cash transactions) was badly hit. Property prices in many 
cities fell. The sector took 2-3 years to recover.

6. Political Funding

Political parties had to bring their funding closer to the formal financial system. Electoral bonds 
were introduced as a more transparent route (though debate continues).

7. Tax Collection

Direct and indirect tax collection improved as more transactions became traceable. Government 
revenue rose in the years following demonetisation.

MEMORY TRICK

Memory trick — Features ("T-C-C"): Tax administration, Channelizing savings, Creating 
less-cash economy.

Memory trick — Impacts: "Money, Private, Public, Digital, Real estate, Political, Tax" — 7 
impacts. Recall as MPPDRPT.

EXAM TIP

Board exam tip: Demonetisation appears in 3-mark or 4-mark questions. If asked 
'features', write 3 features. If asked 'impact', write 4-5 impacts. Don't mix the two.
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Topic 6   Economic Reforms 1991 (LPG)

In July 1991, India faced a severe economic crisis — only enough foreign exchange to pay for 2 
weeks of imports. The government, led by PM P.V. Narasimha Rao and FM Dr. Manmohan 
Singh, launched the famous New Economic Policy. Three core reforms — known as LPG:

DEFINITION

L — Liberalisation — removing government restrictions on business.

P — Privatisation — transferring government businesses to private hands.

G — Globalisation — integrating Indian economy with the world.

6.1   Liberalisation

Meaning: Freeing the Indian economy from government controls — licences, quotas, tariffs, 
and regulations.

Main features:

• Abolishing industrial licensing for most industries

• Removing restrictions on entry of private companies

• Freedom to fix prices and decide volumes

• Reducing import duties

• Easing access to foreign technology

EXAMPLE

Example: Before 1991, to start a factory, you needed a 'licence' from the government. 
Many entrepreneurs waited years. After liberalisation, most industries became 'licence-
free'. Startups boomed.

6.2   Privatisation

Meaning: Reducing the role of the public sector by transferring government-owned businesses 
to private hands, either fully or partly.

Methods:

• Selling government shares in PSUs to the public (disinvestment)

• Allowing private companies to enter areas earlier reserved for the government (telecom, 
airlines, banking)

• Reducing the number of industries reserved exclusively for the public sector

EXAMPLE

Example: Earlier, only Air India and Indian Airlines could fly. After privatisation, IndiGo, 
SpiceJet, Vistara, Akasa entered. Same with telecom — earlier only BSNL/MTNL; now Jio, 
Airtel, Vi dominate.
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6.3   Globalisation

Meaning: Integrating the Indian economy with the world economy — through free movement 
of goods, services, capital, technology, and people.

Main features:

• Reducing import duties to allow foreign goods

• Encouraging foreign direct investment (FDI)

• Joining the WTO (1995)

• Making rupee convertible (gradually)

• Allowing Indian companies to invest abroad

EXAMPLE

Example: McDonald's, Pizza Hut, KFC, Coca-Cola, Honda, Hyundai — all entered India 
because of globalisation. Indian companies like Tata, Infosys, Wipro went the OTHER way 
— buying companies abroad.

MEMORY TRICK

Memory trick — "LPG":

L — Liberalisation (remove government restrictions)

P — Privatisation (sell government businesses)

G — Globalisation (open up to the world)

Hindi: "Sarkari band, private khol, foreigner ko bula" — L, P, G in one line.
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Topic 7   Impact of Government Policy Changes on Business and Industry

After 1991, every Indian business faced 7 big changes. This is the most-asked 5/6-mark 
question from this chapter. Memorise it well.

1. Increasing Competition

Explanation: After liberalisation, MNCs entered India. Domestic companies suddenly had to 
compete with global giants. Earlier monopolies (Maruti, HMT, BSNL) faced real competition.

EXAMPLE

When Hyundai entered India in 1997, Maruti's monopoly ended. Tata, Mahindra, Honda, 
Toyota, Ford — all came. Maruti was forced to improve quality, lower prices, launch new 
models. Result: today Maruti is stronger AND customers got better cars at lower prices.

2. More Demanding Customers

Explanation: Earlier, Indians had limited choices — Bajaj scooter, HMT watch, Bombay Dyeing 
fabric. After globalisation, customers got hundreds of choices and started demanding quality, 
service, and lower prices.

EXAMPLE

An Indian customer in 1990 was happy with whatever phone he got. By 2010, he was 
comparing Nokia, Samsung, Apple, Sony — demanding the best features at the best price. 
Customer power exploded.

3. Rapidly Changing Technological Environment

Explanation: Globalisation brought rapid technological change. Indian companies had to 
upgrade quickly — or get wiped out. The life cycle of products shrank from decades to years 
(sometimes months).

EXAMPLE

Indian textile mills that didn't upgrade to modern machines lost orders to Chinese mills. 
Indian software companies (Infosys, Wipro, TCS) that ADOPTED the latest tech became 
global leaders.

4. Necessity for Change

Explanation: Before 1991, business plans could stay the same for 10 years. After LPG, plans 
had to be revised every 1-2 years (sometimes faster). Businesses had to become FLEXIBLE.
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EXAMPLE

Tata Motors revised its strategy three times in 10 years — Indica → Nano → Tiago → EV 
strategy. Each time, market change forced a change.

5. Need for Developing Human Resource

Explanation: Modern competition needs modern workers. Indian companies had to invest 
heavily in TRAINING — language skills, computer skills, customer service, soft skills.

EXAMPLE

Infosys built the world's largest corporate training centre at Mysore (8,500 employees 
trained at a time) — recognising that human resource is THE competitive edge.

6. Market Orientation

Explanation: Earlier mindset: 'we make whatever we want, customer will buy.' New mindset: 
'we make what the customer wants.' Companies had to start by studying CUSTOMER needs, 
then designing products.

EXAMPLE

Hindustan Unilever launched small 1, 2 sachets of shampoo and pickle — because ₹ ₹
that's what rural Indians wanted. A market-oriented decision, not a product-oriented one.

7. Loss of Budgetary Support to the Public Sector

Explanation: Before 1991, the government gave large budget support to PSUs (Public Sector 
Units) even if they were running in losses. After LPG, this support reduced. PSUs were told: 
become profitable OR get sold.

EXAMPLE

Many PSUs that depended on government grants (like some textile mills, Hindustan Photo 
Films) had to either become competitive or shut down. SAIL, NTPC, and IOC succeeded by 
adapting. Others didn't.

MEMORY TRICK

Memory trick — "C-D-T-C-H-M-L":

C — Competition (increasing)

D — Demanding customers

T — Technological change
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C — Change (necessity for)

H — Human resource development

M — Market orientation

L — Loss of budgetary support to public sector

Story: "Competition Demanded Tech Change, Human Marketing, Less budget."
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Section 7   Difference Tables

7.1   Specific Forces vs General Forces

Basis Specific Forces General Forces

Meaning Forces that affect a particular business 
directly.

Forces that affect all businesses 
indirectly.

Examples Customers, suppliers, competitors, 
investors.

Economic, social, political, legal, 
technological factors.

Effect Direct and immediate. Indirect and gradual.

Number 
affected

Mainly one business. All businesses.

Example A supplier raising prices for your specific 
shop.

A rise in fuel prices affecting all 
businesses.

7.2   Opportunity vs Threat

Basis Opportunity Threat

Meaning A POSITIVE change in environment that 
helps business.

A NEGATIVE change in environment 
that hurts business.

Effect on firm Can be exploited for profit and growth. Must be defended against to avoid loss.

Example Smartphone boom → opportunity for 
app developers.

Online shopping → threat for traditional 
retail.

Manager's 
response

Plan to grab it before competitors. Plan to defend, adapt, or pivot.
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Section 9   All Memory Tricks at One Place

Topic Trick Expansion

7 Features T-S-I-D-U-C-R Totality, Specific/General, Inter-related, 
Dynamic, Uncertain, Complex, Relative

6 Importance O-T-R-C-P-P Opportunities, Threats, Resources, Cope, Plan, 
Perform

5 Dimensions P-E-S-T-L Political, Economic, Social, Technological, Legal

Demonetisation 
Features

T-C-C Tax administration, Channelizing savings, 
Creating less-cash economy

Demonetisation Impacts M-P-P-D-R-P-T Money/interest, Private wealth, Public wealth, 
Digital, Real estate, Political funding, Tax

1991 Reforms L-P-G Liberalisation, Privatisation, Globalisation

LPG Impact on 
Business

C-D-T-C-H-M-L Competition, Demanding customers, Tech, 
Change, Human resource, Market orientation, 
Loss of budgetary support
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Section 10   Case Study Practice

Case Study 1 — Easy

CASE STUDY

Case: Mr. Sharma runs a traditional clothing shop in a small town. Recently, a large online 
shopping platform started fast delivery in his area. His sales dropped 40% in 6 months. He 
never paid attention to the changing market.

Q: (a) Identify the type of environmental force that affected Mr. Sharma. (b) Which 
importance of business environment did he ignore?

Concept: Threat identification + Importance of environment.

Answer: (a) The force is a THREAT from the technological + specific competitive 
environment (online shopping platforms). (b) Mr. Sharma ignored the importance of 
'Identification of threats and early warning signals'. If he had scanned the environment, 
he could have started his own online presence, partnered with a delivery app, or adapted 
his pricing — instead of losing 40% sales in silence.

Keywords: threat, early warning, environmental scanning, adapt.

Case Study 2 — Moderate

CASE STUDY

Case: "Greenleaf Foods Ltd." launched organic millet biscuits in 2024. The product became 
a huge success. The CEO had noticed that (i) people are becoming health-conscious, (ii) 
the government is promoting millets, (iii) Instagram influencers are pushing healthy eating, 
and (iv) old wheat-biscuit brands are losing market share.

Q: (a) Identify the dimensions of business environment used by the CEO. (b) Which 
importance of environment is being shown?

Concept: Dimensions of Business Environment + First-mover Opportunity.

Answer: (a) The CEO used FOUR dimensions: (i) Social Environment — rising health 
awareness; (ii) Political Environment — government promoting millets; (iii) 
Technological/Social — Instagram influencer culture; (iv) Economic — declining sales of 
old brands signalling shifting demand. (b) The importance shown is 'Identification of 
opportunities to get first-mover advantage' — by reading the environment early, 
Greenleaf entered millet biscuits BEFORE big brands could and captured the market.

Keywords: dimensions, first-mover advantage, opportunity, environmental scanning, 
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social, political.

Case Study 3 — Difficult / HOTS

CASE STUDY

Case: In 1990, "Sunrise Bicycles" was India's #1 bicycle company. After 1991, Chinese 
bicycles started entering India at half the price, foreign brands like BSA-Hercules upgraded 
their factories with German machines, and Indian customers started preferring branded 
foreign cycles. Sunrise refused to upgrade its 40-year-old factory or train its workers. By 
2005, Sunrise had to shut down.

Q: (a) Which government policy change is responsible for these new pressures on 
Sunrise? (b) List any THREE impacts of this policy on Sunrise. (c) What should Sunrise 
have done?

Concept: LPG (1991) reforms + Impact on Business + Importance of Environment.

Answer: (a) The policy change is the 1991 New Economic Policy — LPG 
(Liberalisation, Privatisation, Globalisation). After globalisation, foreign companies and 
products entered India freely.

(b) THREE impacts on Sunrise: (i) Increasing competition — Chinese cycles and 
upgraded foreign brands ate Sunrise's market. (ii) Rapidly changing technological 
environment — competitors used modern machines; Sunrise's 40-year-old factory was 
outdated. (iii) More demanding customers — Indian buyers now wanted branded, modern 
cycles, not old basic ones.

(c) Sunrise should have: applied 'Necessity for change' by upgrading machinery, 
'Developing human resource' by retraining workers, and 'Market orientation' by studying 
what new customers wanted. Above all, it should have scanned the environment early 
instead of resisting change for 15 years.

Keywords: LPG, globalisation, competition, technological change, demanding customers, 
human resource, change, market orientation.
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Section 11   Exam-Oriented Questions & Answers

A. One-mark Questions

Q1. Define business environment.

Ans. The totality of external forces, factors and institutions that are outside the control of a 
business but may affect its functioning.

Q2. Name any two specific forces of business environment.

Ans. Customers and competitors.

Q3. Give an example of a general force in business environment.

Ans. Inflation OR a change in government policy.

Q4. What is meant by 'dynamic' nature of business environment?

Ans. The environment keeps changing constantly — nothing stays the same.

Q5. Name the 5 dimensions of business environment.

Ans. Political, Economic, Social, Technological, Legal.

Q6. Expand LPG.

Ans. Liberalisation, Privatisation, Globalisation.

Q7. When was demonetisation announced in India?

Ans. 8 November 2016.

Q8. Which act replaced multiple taxes in India in 2017?

Ans. GST (Goods and Services Tax) Act.

Q9. What does 'Privatisation' mean?

Ans. Transferring ownership and management of government enterprises to private hands.

Q10. Give one social environment example affecting business.

Ans. Rising health awareness creating demand for organic and millet products.
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B. Three-mark Questions

Q1. Explain any THREE features of business environment.

Ans. (i) Totality of external forces — Business environment is the SUM of all external factors 
taken together: customers, suppliers, technology, government, society, economy, laws. Not just 
one or two.

Ans. (ii) Dynamic nature — The environment is constantly changing. Customer taste, 
technology, government rules all shift over time. What worked last year may not work this year.

Ans. (iii) Uncertainty — It is difficult to predict environmental changes accurately. Events like 
COVID-19 or demonetisation surprise everyone — even experts.

Q2. Explain any THREE dimensions of business environment.

Ans. (i) Economic Environment — Forces like interest rates, inflation, GDP, exchange rates, 
income levels. Example: When RBI lowers interest rates, home loans become cheaper and real 
estate demand rises.

Ans. (ii) Social Environment — Customs, lifestyle, education, family structure, religion, values. 
Example: Rising health awareness has created demand for yoga centres and organic foods.

Ans. (iii) Technological Environment — New machines, methods, internet, AI, automation. 
Example: UPI completely changed how India pays — even paanwalas accept digital payments 
today.

Q3. Explain THREE features of demonetisation.

Ans. (i) Tax Administration Measure — Demonetisation was a tool to bring undeclared income 
into the formal tax system. People had to either deposit their cash and pay tax, or lose the 
money.

Ans. (ii) Channelizing Savings into Formal Financial System — Cash that was hoarded at home 
was pushed into bank accounts, fixed deposits, mutual funds, and insurance. Formal financial 
systems gained huge new deposits.

Ans. (iii) Creating a Less-Cash Economy — Demonetisation rapidly pushed people toward UPI, 
debit cards, Paytm, PhonePe. India's digital payment usage exploded — making the economy 
less dependent on cash.

C. Four & Five-mark Questions

Q1. Explain any FOUR points showing the importance of business environment.

Ans. 

(i) Identification of opportunities to get first-mover advantage — By scanning the 
environment, managers spot opportunities EARLY and act before competitors. Example: 
Reliance Jio identified the cheap-data opportunity and dominated the market.

(ii) Identification of threats and early warning signals — Early threat detection helps the firm 
prepare defences. Example: Maruti launched the Brezza early after spotting the SUV trend.
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(iii) Tapping useful resources — Environment provides finance, labour, technology. 
Understanding it helps secure best resources at best terms. Example: Wipro shifted to Tier-2 
cities for cheaper, available talent.

(iv) Assisting in planning and policy formulation — All business plans must be based on 
environmental reality. Maruti's EV plans were based on government EV policy + rising fuel 
prices.

Q2. Explain any FOUR features of business environment.

Ans. 

(i) Totality of External Forces — Environment is the SUM of all external factors — economic, 
social, political, legal, technological, plus customers, suppliers, competitors. All combined 
together.

(ii) Specific and General Forces — Specific forces (customers, suppliers) directly affect one 
firm. General forces (inflation, demographic trends) affect all firms.

(iii) Inter-relatedness — All elements are connected. Change in one creates ripples in others. 
Example: Health awareness (social) → organic food demand (economic) → new laws (legal) → 
tech startups (technological).

(iv) Dynamic Nature — Environment is constantly changing. Nothing stays the same — 
customer tastes, technology, rules, competition.

D. Six-mark Questions

Q. Discuss the impact of government policy changes (1991 reforms) on Indian business and 
industry.

Ans. The 1991 economic reforms (Liberalisation, Privatisation, Globalisation) brought 7 major 
changes to Indian businesses:

1. Increasing Competition — MNCs entered India freely. Monopolies of Maruti, BSNL, etc. 
ended. Competition forced quality improvement and price reduction.

2. More Demanding Customers — Customers got choices — hundreds of brands and models. 
They started demanding better quality, lower prices, faster service.

3. Rapidly Changing Technological Environment — Global tech reached India fast. Indian 
companies had to upgrade or perish. Software companies like Infosys, TCS, Wipro mastered 
this and became global leaders.

4. Necessity for Change — Plans had to be revised continuously, not once in 10 years. 
Businesses became more flexible and adaptive.

5. Need for Developing Human Resource — Skilled workforce became critical. Companies 
invested heavily in training in language, computer, and customer service skills.

6. Market Orientation — Companies shifted from 'we sell what we make' to 'we make what 
customers want'. Studying customers became a daily activity.

7. Loss of Budgetary Support to Public Sector — Government reduced subsidies to PSUs. 
They had to become profitable or be sold. Some adapted (SAIL, NTPC); others didn't survive.
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Conclusion: LPG reforms made Indian business globally competitive, customer-driven, and 
technologically modern — but also more challenging for slow-adapting firms.

E. MCQs

Q1. Which of the following is NOT a feature of business environment?

(a) Totality of external forces

(b) Dynamic

(c) Permanent

(d) Complex

Ans. (c) Permanent — Environment is dynamic, not permanent.

Q2. Inflation is an example of —

(a) Specific force

(b) General force

(c) Internal force

(d) None

Ans. (b) General force

Q3. The 5th dimension of business environment is —

(a) Economic

(b) Legal

(c) Cultural

(d) Religious

Ans. (b) Legal

Q4. Demonetisation in India was announced on —

(a) 8 Aug 2016

(b) 8 Nov 2016

(c) 8 Nov 2017

(d) 8 Sept 2016

Ans. (b) 8 Nov 2016

Q5. LPG stands for —

(a) Liquid Petroleum Gas

(b) Liberalisation, Privatisation, Globalisation

(c) Loans, Profits, Goods

(d) Local Production Group

Ans. (b) Liberalisation, Privatisation, Globalisation
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Q6. Which dimension does GST belong to?

(a) Economic

(b) Legal

(c) Social

(d) Political

Ans. (b) Legal
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Section 12   Board Exam Answer Writing Guide

Case-study identification table — most asked

If the case says... The concept is...

Customer demanding lower price, better quality More Demanding Customers (LPG impact)

Foreign company entered the market Increasing Competition (LPG impact) / 
Globalisation

New machine made old factory outdated Technological Environment / Rapid Tech 
Change

GST / new law / court ruling Legal Environment

Government scheme / Make in India Political Environment

Inflation / interest rates / GDP Economic Environment

Lifestyle / fitness / cultural trend Social Environment

Government withdrew currency notes Demonetisation

Cash transactions reduced, UPI rose Demonetisation impact / Technological 
dimension

Business spotting an opportunity first First-Mover Advantage (Opportunity)

Business hit by surprise change Uncertainty (feature) / Failed Environmental 
Scanning

Business adapting to changes vs. resisting Necessity for Change / Coping with Rapid 
Changes

EXAM TIP

Smit Sir's 4-step formula: READ → MATCH → WRITE → LINK. For environment chapter, 
always link the concept BACK to the case with one specific line.
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Section 13   Common Doubts Students Ask

Doubt 1: Sir, what's the difference between 'features' and 'dimensions'?

Smit Sir's answer: Features = the CHARACTERISTICS of business environment (7 features 
like dynamic, complex, etc). Dimensions = the TYPES of environment (5 dimensions like 
economic, social, etc). One describes 'what it is', the other describes 'what's inside it'.

Doubt 2: Sir, can the same factor be a specific force AND a general force?

Smit Sir's answer: Yes, sometimes. For example, an 'interest rate hike' is a general force 
(affects all). But 'your bank raising YOUR loan interest' is specific. The same factor can have 
different effects depending on its scope.

Doubt 3: Sir, is demonetisation a part of which dimension — political, legal, or 
economic?

Smit Sir's answer: All three. POLITICAL — it was a government decision. LEGAL — it 
changed the legal tender status. ECONOMIC — it had big economic effects. In an exam, you 
can mention all three to show depth.

Doubt 4: Sir, what is the difference between liberalisation and privatisation?

Smit Sir's answer: LIBERALISATION = removing rules (licences, quotas, controls). 
PRIVATISATION = changing OWNERSHIP from government to private hands. Liberalisation 
can happen WITHOUT privatisation.

Doubt 5: Why is LPG so important even today, 30+ years later?

Smit Sir's answer: Because the way Indian business works TODAY was shaped by LPG. The 
presence of foreign brands, FDI, GST, modern manufacturing — all traceable to 1991. CBSE 
expects you to connect past reforms to present-day business.

Doubt 6: Sir, can I write COVID-19 as a business environment example?

Smit Sir's answer: Yes, absolutely. COVID is a perfect example of UNCERTAINTY (sudden 
change), INTER-RELATEDNESS (health → economic → social → legal), and the 
IMPORTANCE of environmental scanning (companies with WFH-ready tech survived; others 
didn't).

Doubt 7: What's the difference between 'environment' (this chapter) and 'environment' 
(pollution / nature)?
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Smit Sir's answer: In Business Studies, 'business environment' is NOT about pollution or trees. 
It's about all the EXTERNAL FORCES affecting business — society, economy, technology, etc. 
Don't confuse the two in answers.

Doubt 8: Sir, how do I write a 6-mark answer on LPG impact?

Smit Sir's answer: Write all 7 impacts (C-D-T-C-H-M-L) with one-line meaning + one example 
each. Then add a 1-line conclusion. That's the easiest 6 marks in this chapter.

Doubt 9: Why is 'uncertainty' a feature when managers try to predict the environment?

Smit Sir's answer: Managers TRY to predict, but cannot do so perfectly. Uncertainty means 
PERFECT prediction is impossible. Even good predictions get disrupted by surprises (COVID, 
demonetisation). So scanning continues, but uncertainty remains.

Doubt 10: Sir, what if a case has TWO different dimensions involved?

Smit Sir's answer: Write both. Begin with 'The case involves two dimensions of business 
environment — X and Y.' Then explain each one and link to the case. You get DOUBLE the 
marks.
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Section 14   Common Mistakes to Avoid

Mistake 1: Confusing 'environment' with 'pollution'

What students do wrong: Writing about trees, water, pollution control when asked about 
business environment.

Why it is wrong: Business Studies 'environment' = all external forces (economic, social, 
technological, etc). It has nothing to do with nature or pollution unless the question is specifically 
about ENVIRONMENTAL LAWS.

Correct way: Always remember — business environment = external forces affecting business. 
Re-read 'totality of external forces' definition.

Mistake 2: Mixing features with dimensions

What students do wrong: Writing 'Economic, Social, Technological' when asked for 
FEATURES.

Why it is wrong: Economic/Social/Technological are DIMENSIONS, not features. Features are 
characteristics like 'dynamic, complex, uncertain'.

Correct way: Memorise: FEATURES = T-S-I-D-U-C-R. DIMENSIONS = P-E-S-T-L.

Mistake 3: Confusing liberalisation, privatisation, globalisation

What students do wrong: Mixing the three concepts.

Why it is wrong: They are RELATED but DIFFERENT. Liberalisation = removing rules. 
Privatisation = ownership change. Globalisation = world integration.

Correct way: Remember the L-P-G order and one example each: Liberalisation (industrial 
licences abolished), Privatisation (private airlines), Globalisation (McDonald's entered).

Mistake 4: Missing examples

What students do wrong: Writing theory without any example.

Why it is wrong: Examples are 50% of marks in 5/6-mark answers. CBSE wants you to APPLY 
the concept.

Correct way: For every point, add: 'For example, ...' — even 1 line is enough. Use Indian 
examples (Reliance Jio, Maruti, Tata).

Mistake 5: Writing demonetisation as a 'dimension'

What students do wrong: Listing demonetisation as a 6th dimension along with PESTL.
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Why it is wrong: Demonetisation is an EVENT / POLICY, not a dimension. It is an EXAMPLE 
of political + legal + economic environmental change.

Correct way: Demonetisation = a policy change that affected multiple dimensions. Don't list it 
as a dimension.

Mistake 6: Treating LPG impact as identical to features

What students do wrong: Mixing 7 LPG impacts (C-D-T-C-H-M-L) with 7 features (T-S-I-D-U-
C-R).

Why it is wrong: Different things. Features describe what environment IS. LPG impacts 
describe what 1991 did to Indian business.

Correct way: Different memory tricks for different topics. Don't blend them.

Mistake 7: Forgetting 'first-mover advantage'

What students do wrong: Writing 'identification of opportunities' alone.

Why it is wrong: The full CBSE phrase is 'identification of opportunities TO GET FIRST-
MOVER ADVANTAGE'. The 'first-mover' part is key for full marks.

Correct way: Always write the FULL CBSE phrase. 'First-mover advantage' is the keyword that 
scores.
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Section 15   Keywords Bank

Topic Must-use Keywords Where to Use

Meaning of 
Environment

totality, external forces, factors, institutions, 
outside control, affect functioning

Any definition / 1-2 mark 
question

Features totality, specific, general, inter-related, 
dynamic, uncertain, complex, relative

Features questions (4/5 
mark)

Importance opportunities, first-mover advantage, threats, 
early warning, resources, cope, planning, 
performance

Importance / significance 
questions

Economic Dimension inflation, interest rates, GDP, exchange rate, 
RBI, income, savings

Economic case studies

Social Dimension customs, traditions, lifestyle, education, health 
awareness, family structure, values

Social case studies

Technological 
Dimension

innovation, AI, automation, internet, UPI, 
digital, e-commerce

Tech case studies

Political Dimension government stability, attitude, Make in India, 
Digital India, FDI policy

Political case studies

Legal Dimension GST, Companies Act, Consumer Protection 
Act, FEMA, SEBI, labour laws

Legal case studies

Demonetisation withdrawal, legal tender, tax administration, 
channelizing savings, less-cash, digital push

Demonetisation questions

LPG / Reforms liberalisation, privatisation, globalisation, 
deregulation, FDI, disinvestment, free trade

1991 reforms questions

Impact on Business competition, demanding customers, 
technological change, market orientation, 
human resource, budgetary support

LPG impact (5/6 mark)
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Section 16   Quick Revision Notes

QUICK REVISION

Business Environment: Totality of external forces, factors and institutions outside the 
control of business but affecting its functioning.

7 Features (T-S-I-D-U-C-R): Totality of external forces, Specific & general forces, Inter-
relatedness, Dynamic, Uncertain, Complex, Relative.

6 Importance (O-T-R-C-P-P): Opportunities (first-mover), Threats (early warning), 
Resources, Cope with changes, Planning, Performance.

5 Dimensions (PESTL): Political, Economic, Social, Technological, Legal.

• Economic: interest rates, inflation, GDP, exchange rate.

• Social: customs, lifestyle, education, family structure.

• Technological: UPI, AI, automation, internet.

• Political: government stability, Make in India, FDI policy.

• Legal: GST, Companies Act, Consumer Protection Act, labour laws.

Demonetisation (8 Nov 2016): 500 and 1000 notes withdrawn. Features (T-C-C): Tax ₹ ₹
administration, Channelizing savings, Creating less-cash economy.

1991 Reforms (LPG):

• Liberalisation: removing licences, quotas, controls.

• Privatisation: transferring govt enterprises to private.

• Globalisation: integrating with world economy.

LPG Impact on Indian Business (C-D-T-C-H-M-L): Competition, Demanding customers, 
Tech change, Necessity for change, Human resource development, Market orientation, 
Loss of budgetary support to public sector.
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Section 17   One-Page Last-Minute Revision Sheet

Read this on exam day. Nothing else.

Chapter in one paragraph

Business environment = totality of external forces outside the control of a business but 
affecting it. It has 7 features (T-S-I-D-U-C-R), offers 6 benefits (O-T-R-C-P-P), and exists in 5 
dimensions (PESTL — Political, Economic, Social, Technological, Legal). Two major 
events reshaped Indian environment: Demonetisation (Nov 2016) which pushed digital 
payments, and the 1991 LPG reforms (Liberalisation, Privatisation, Globalisation) which 
brought 7 changes to Indian business (C-D-T-C-H-M-L).

5 must-remember lines

10. Environment = totality of EXTERNAL forces (not internal).

11. Features = T-S-I-D-U-C-R. Importance = O-T-R-C-P-P. Dimensions = PESTL.

12. Demonetisation: 8 Nov 2016, 500 & 1000 notes, 3 features (T-C-C).₹ ₹

13. LPG (1991) = Liberalisation + Privatisation + Globalisation.

14. LPG Impact on business = C-D-T-C-H-M-L (7 changes).

Case-study trigger quick-table

If the case says... The concept is...

Inflation, interest, GDP Economic Dimension

Customs, lifestyle, education Social Dimension

UPI, AI, automation, internet Technological Dimension

Government scheme, Make in India Political Dimension

GST, new law, court ruling Legal Dimension

Foreign brand entering India Increasing Competition (LPG)

Customer demanding lower price More Demanding Customers (LPG)

Spotted opportunity first First-Mover Advantage

Surprise hit business Uncertainty (feature)

Business resisted change & failed Necessity for Change / Coping with Changes
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Section 18   How Smit Sir Can Teach This Chapter

1. Best way to introduce the chapter

Walk in and ask: "Raise your hand if your family was affected by demonetisation in 2016." Most 
hands will go up. Ask 2-3 students for their stories. Then say: "What happened to your family 
that day is exactly what this chapter is about — the world OUTSIDE a business affecting the 
business." Instant connection.

2. Opening classroom question

"Why did Nokia, the world's #1 phone, become almost extinct in 5 years? Why couldn't a giant 
company survive?" Build the answer: it ignored the environment (technological + customer 
trend). Hook into the chapter.

3. Best real-life example

Reliance Jio's launch in 2016. Use it across the chapter: spotted opportunity (importance), 
economic + technological dimensions, first-mover advantage, customer impact. One example, 
many concepts.

4. Best Indian business example for LPG

Maruti Suzuki. Pre-1991 monopoly → post-1991 competition from Hyundai, Honda, Tata → 
forced quality and price improvements → today: bigger, better, customer-driven. Perfect arc to 
demonstrate every LPG impact point.

5. Best student-life example

Online tuitions vs offline tuitions. Before COVID, offline ruled. COVID (uncertainty) hit. Smart 
tutors went online (adapted). Slow ones lost students. Same as business environment in action.

6. Difficult concepts and how to simplify them

Concept Why students struggle How to simplify

Specific vs General 
forces

Both feel external Specific = affects ONE business (your 
supplier). General = affects ALL (fuel price 
hike). Use 2 colours on board.

Inter-relatedness Abstract Draw a ripple — drop one stone (one 
event), show waves spreading to all 5 
dimensions.

Uncertainty vs 
Complexity

Sound similar Uncertainty = HARD TO PREDICT. 
Complexity = HARD TO UNDERSTAND. 
Different problems.

Liberalisation vs 
Privatisation

Both feel like 'opening up' Liberalisation = remove RULES. 
Privatisation = change OWNER. Different 
actions.
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Concept Why students struggle How to simplify

Demonetisation 
timeline

Memorising 8 Nov 2016 Anchor to a story — ask a parent's 
experience. Memory by emotion.

7. Board exam focus areas

• 5 dimensions of business environment (5/6-mark direct question)

• Impact of LPG on business and industry (6-mark every year)

• Demonetisation features and impact (3/4-mark question)

• Importance of business environment (4/5-mark question)

• Case-study identification of dimension

8. 10-minute revision strategy

15. Minute 1-2: One-page revision sheet (Section 17).

16. Minute 3-5: Chant all 6 memory tricks aloud (T-S-I-D-U-C-R, O-T-R-C-P-P, PESTL, T-C-
C, LPG, C-D-T-C-H-M-L).

17. Minute 6-8: Solve 5 trigger-table case scenarios mentally.

18. Minute 9-10: Glance at difference tables.

9. Classroom activity

'News-to-Concept' Game (15 min): Bring 5 newspaper headlines from this week. Students 
must identify which dimension each headline belongs to. Best team wins. Builds real-world 
application skill.

10. How to make students remember everything

• Anchor each concept to a real Indian event students know (demonetisation, GST, Make 
in India, Jio launch).

• Chant the memory tricks aloud daily for 5 days.

• Make them WRITE the 5 dimensions on paper with one example each — active recall 
beats reading by 5x.

11. How to explain case-study questions

4-step formula: READ → MATCH → WRITE → LINK. For environment chapter, always link the 
dimension/concept BACK to the case with one specific line.

12. How to end the chapter powerfully

"Every business that survives 50 years has one secret — it never stops watching the  
world outside its walls. The world changes faster than ever. Your career will be shaped  

by your ability to SEE that change before others do. This chapter taught you HOW to see.  
Now use it — every day, for the rest of your life."
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End of Chapter 3

"It is not the strongest of the species that survives, nor the most intelligent — but the  
one most responsive to change."  — Charles Darwin

Scan the world. Spot the change. Strike first.
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