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Following concepts will be fruitful to Students who write examination based on Business Environment .The important concepts explained are the following-
 Business Environment and International Business 
 Concepts and elements of business environment: Economic environment- Economic systems, Economic policies(Monetary and fiscal policies); Political environment-Role of government in business; Legal environment- Consumer Protection Act, FEMA; Socio-cultural factors and their influence on business; Corporate Social Responsibility (CSR).

Scope and importance of international business; Globalization and its drivers; Modes of entry into international business 
Theories of international trade; Government intervention in international trade; Tariff and non-tariff barriers; India’s foreign Trade policy
 Foreign direct investment (FDI) and Foreign portfolio investment (FPI); Types of FDI, Costs and benefits of FDI to home and host countries; Trends in FDI; India’s FDI policy
 Balance of payments (BOP): Importance and components of BOP. Regional Economic Integration: Levels of Regional Economic Integration; Trade creation and diversion effects; Regional Trade Agreements: European Union (EU), ASEAN, SAARC, NAFTA
 International Economic institutions: IMF, World Bank, UNCTAD World Trade Organization (WTO): Functions and objectives of WTO; Agriculture Agreement; GATS; TRIPS; TRIMS




1.International Business.
International business refers to the business activities or transactions carried out beyond the national borders of a country.
II.Objectives 
 i.Profit advantage
 ii. Growth opportunities
iii. Use of Idle capacity
iv. Application of Marginal cost factor
v. To Earn Foreign opportunities
vi. Optimum use of resources
vii. Hedge against business risks
viii. Spread business risks
ix. Governmental helps
x. International recognition
xi. Regional development
xii. Social responsibility of business
xiii. Make use of comparative cost advantage
xiv. Optimum use of product life stages
xv. Take advantage of Tax heavens


III.Scope of International business
a.  Exports of goods and services
b. Licensing and Franchising
c. Foreign investment





IV.Modes of Entry into International Business.
a. Direct Investment 
It is one of the important modes of entry into foreign market where risk and profit potential is the highest.
b. Project. Turnkey. 
The term turn-key project (Turn-key delivery) describes a project ( or the delivery of such) in which the supplier or provider is responsible to the client for the entire result of the project and presents it to the client completely finished and ready to use.
c. Strategic alliance-Joint Venture
d. Franchising 
Leasing for a prescribed period of time, the right to use firm’s successful business model and brand
e.Exporting
It means the sales abroad of an item produced, stored or processed in the supplying firms’ home country
f. licensing 
It is when a firm called the licensor leases the right to use its intellectual property to another firm called the license, in return for a fee.
g. Mergers and acquisitions.
Mergers and acquisitions are very common in the international business. The business of developing countries had taken mergers and acquisitions as one of the important means to enter into the international business. It may be
1. Horizontal
2. Vertical
3. Conglomerate
h. Contract manufacturing
i. Management contract
j. Fully owned manufacturing facilities
k. Assembly operations
l.Third Country location
If there is no commercial transactions between two nations of political reasons, or when direct transactions between two nations are difficult due to political reasons or the like, a firm in one of those nations which wants to enter the other market will have to operate from third country base.
m.Counter trade
Example of counter trade may be
To finance an export deal when other means are not available.

V.Theories of International Business
a.Theory of Mercantilism
It attributes and measures the wealth of a nation by the size of its accumulated treasures.

b.The comparative cost advantage theory –David Ricardo
Comparative cost theory is static in character .Comparative cost theory is based on fixed supplies of factors of production.
The classical theory of international trade is popularly known as the Theory of Comparative Costs or Advantage. It was formulated by David Ricardo in 1815.If the opportunity cost of choosing a particular good is lower for one country than the others, then the nation is said to have comparative advantage.

 c.International trade theory of opportunity cost-Gottfried Haberfer

d.Factor Endownment theory-Hecksher Ohlin
According to this theory,a nation will export the commodity whose production requires intensive use of the nation’s relatively abundant and cheap factors and import those commodities ,whose production requires intensive use of nation’s scarce and expensive factors 

e.Doctrine of reciprocal demand –JS Mill
Reciprocal demand means the relative strength and elasticity of demand of the two trading countries for each other's product in terms of their own product. A stable ratio of exchange will be determined at a level where the value of imports and exports of each country is in equilibrium.
f.Theory of absolute advantage-Adam smith
A country will specialize and export a commodity in which it has absolute cost advantage
g.International prodcuct life theory-Raymond vernom
According to this a new product is 
a. First manufactured and marketed in a developed country
b. Then exports to other developed ones.
After Competition intensifies

c. Then manufacturing facilities are established in developing countries
h. Eclectic Theory.----John Dunning
i. Market Imperfections Theory—another name-Monopolistic Advantage Theory-Propounded by Stephen in 1960.
VI.Government intervention in international trade
Objectives behind Government intervention are
a. Maximize Social welfare
b. Macro –economic objectives
c. Socio-economic objectives
d. Other objectives
VII. Trade Barriers.
        Trade barriers may be 
i. Tariff barrier
ii. Non-Tariff barrier

           .Tariff barrier 
It means tax barriers or the monetary barriers imposed on 
Exports and imports 
It may be 
a. Specific Duties
b. Licenses (Monetary part)
c. Import quotas(Monetary part)
d. Voluntary Export restraints(Monetary part)

Non -tariff barrier
It is a way to restrict trade using trade barriers in a form other than a tariff .It is the non-monetary part

It may be through the following types


i. Import bans
ii. Licenses (Non-Monetary part)
iii. Import quotas(No-Monetary part)
iv. Voluntary Export restraints(Non-Monetary part)
v. Product standards
vi. Foreign exchange Regulations





VIII.India’s Foreign Trade Policy.
Objectives
Trade facilitation is a priority of the Government for cutting down the transaction cost and time, thereby rendering Indian exports more competitive. The various provisions of FTP and measures taken by the Government in the direction of trade facilitation are consolidated under this chapter for the benefit of stakeholders.
Export in values 
The following export product groups categorize the highest dollar value in Indian global shipments during 2018. Also shown is the percentage share each export category represents in terms of overall exports from India.
1. Mineral fuels including oil: US$48.3 billion (14.9% of total exports)
2. Gems, precious metals: $40.1 billion (12.4%)
3. Machinery including computers: $20.4 billion (6.3%)
4. Vehicles: $18.2 billion (5.6%)
5. Organic chemicals: $17.7 billion (5.5%)
6. Pharmaceuticals: $14.3 billion (4.4%)
7. Electrical machinery, equipment: $11.8 billion (3.6%)
8. Iron, steel: $10 billion (3.1%)
9. Cotton: $8.1 billion (2.5%)
10. Clothing, accessories (not knit or crochet): $8.1 billion (2.5%)
Department of Commerce is the main government agency responsible for development and monitoring international trade in India.

IX.1991 Reforms

In 1991, Government has enhanced the investment limit of small scale Industrial units.






X.Globalization 


Lower price is not ensured to the consumer in the globalization. Globalization is the term used to describe process of removal of restriction on following
i. Foreign trade
ii. Investment.

Theodore Levitt introduced the term globalization to management discourse. His central thesis is that a dominant force drives the world towards a converging commonality, allowing international businesses to become global by standardizing their product and service offering.
Main drivers of globalization
i.Technological advancement
ii.International trade
iii.International investment
Globalisation means
i. Shrinking space
ii. Shrinking time
iii. Disappearing boarders

Merits and demerits of globalization
Merits
i.Free flow of factors of production
ii.Profit advantage
iii.Growth opportunities
iv. Use of Idle capacity
v. Marginal cost factor
vi. To Earn Foreign opportunities
vii. Optimum use of resources
viii. Hedge business risks
ix.. Spread business risks
x.. Governmental helps
xi. International recoginition
xii. Regional development
xiii. Social responsibility of business
xiv. make use of comparative cost advantage
xv. optimum uuse of product life stages



Demerits
i.Failure of domestic industries
ii.Expoilts HR
iii.Unempolyment
iv.Harm to under developed countries
v.Erosion of cultural values
vi.Transfer of natural rsources 

In Porter's model, the five forces that shape industry competition are as follow:
· Competitive rivalry. ...
· Bargaining power of suppliers. ...
· Bargaining power of customers. ...
· Threat of new entrants. ...
· Threat of substitute products or services.







