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We will adopt an eight-way classification of environmental factors and present a discussion of each of
them in ‘_‘]Phabe“c order so as to emphasise the point that there is lack of information at present regarding the
relative-inportance placed on each of them by Indian organisations. g P Neas [Court | e‘?“’@d‘.’
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The classification of the general environment into sectors hép§ an organisation to cope with its complexity,

compfehen_d the different inﬂuences\()_perating and relating the environmental changes to its strategic
managemenl process. Different bases for classification have been adopted by different authors, but the basis
itself is not as important as the fact that all the refevant factors in the environment have to be considered.
Depcndll'l.g on a variety of factors such as the size of-the organisation, level and scope of activities,
geograph}cal spread of markets, nature of product, type of technology used and managerial philosophy, an
organisaqon may divide its environment into sectors capable of I;Eihg-analysed conveniently. In this book,
we are using an eight-category classification of the environment. These eight sectors of the environment are:
the economic, international, market, political, regulatory, socio-cultural, supplier and technological sectors.
We will now take up each of these sectors for discussion. ) .
Economic_Environment ... 5 SR
I_lle_gcg,[lomi&cnﬂmnmem consists of macro-level factors related to the means of production and distribu-
tiﬂgfw’ﬁlih,lh?n have an impact on the business of an organisation. _
Some of the important factors and influences operating in the economic environment are:
J- The economic(gfageXn which a country exists at a given point of time. '
2 The economic s{ructureyidopted, such as a capitalistic, socialistic or mixed economy
3¢ Economic foliciesisuch as industrial, monetary and fiscal policies. -
4. Economiqplannin}, such as five-year plans, annual budgets, etc.
5,-Economid indices)like national income, distnbution of income, rate and growth of GNP, per capita
income, disposable personal income, rate of savings and investments, value of exports and imports, the

balance of payments, etc.
6 M actors such as financial institutions, banks, modes of transportation and communication

facilities, etc. T — :
Strategists are acutely aware of the importance and impact of the economic environment on their
organisations, Almost all annual company reports presented by the Chairmen devote attention to the general
economic environment prevailing in the country and an assessment of its impact on their companies.
We provide here, several examples of the factors and influences, operating in the Indian economic
environment that have had a far-reaching impact on all business organisations,

e It is common to read or hear that India and China are the two Asian economic dragon and elephant
respectively, who are set to share with the United States the distinction of being the world’s economic
powerhouses. By 2025, the Indian economy is projected to be about 60 per cent of the size of the U.S.
economy. By 2035, the world economy is likely to be tripolar with U.S., China and India being the three
leaders. India, which is now the fourth largest economy in terms of purchasing power parity, will over-
take Japan and become the third major economic power within 10 years. The Indian economy will also
surpass that of the European Union in terms of growth. But there are significant challenges ahead too.
Rising economic disparities, monsoon-dependent agricultural sector, inadequate socio-economic re-
forms, institutional and infrastructure bottlenecks and a volatile stock market are seen as factors holding
back a full-scale economic blossoming of India. The Indian organisations, in their strategic planning,
have to be acutely aware of the diverse economic scenario unfolding before them. '
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o India’s emerging image as a global economic force sits uncomfortably with the harsh reality of the status
of its human development. The cuphoria regarding the impressive economic growth in [ndia pales into
insignificance when one looks at the poverty situation in India. Among the several disparities that exist,
economic disparity poses the most severe challenge. While measures for poverty vary and there is no
fixed basis for evaluating or comparing poverty, India’s relative global ranking is 55 out of 102 coun-
tries. The poverty rate fell to around 22 per cent in 2004-05 as compared to 50 per cent in 1977- 78,
While poverty rates have been falling and an cstimated 200 million Indians joined the middle class, yet
nearly 300 million still exist in extreme poverty. Large-scale severe poverty is concentrated in the five
“BIMARU’ states of Bihar, Madhya Pradesh, Rajasthan, Uttar Pradesh and Orissa. Unfortunately, these
poorer states also have larger populations that are growing faster. Incomes in urban India are four times
higher than that of rural areas. The outcomes of poverty are social imbalances leading to social strife that
is not considered good for investment. No nation can expectto achieve a developed status while a major
part of its population lives in poverty. The corporate scctor cannot simply afford to wash its hands off

and cater only to the economically better sections of the society. It has to get involved in various ways to
tackle this significant economic issue having severe social implications.

o Economic slowdowns result in lesser spending by consumers. But is the converse also true? This ques-
tion has confounded the corporate sector and marketers more than the economists. Surveys of consumer
behaviour are unambiguous on one point: Indian consumers are discerning spenders and try to maximise
value from spending money. They are not swayed by hard-sell and exaggeration, look for tangible pay-
offs and do not rely excessively on brand image alone. Companies, especially in the FMCG sector, have
realised this and have been responding with alacrity. Colour TVs, mobile phones, personal computers,
airlines, hotels and several other industries have faced the onslaught of liberalisation and the ensuing
competition with a range of innovative marketing strategies. ' g

e Contrary to common perception, the economic growth in India has mainly been fuelled by the growth in
domestic savings and not foreign investment. Such savings by households are mainly for education, old-
age security and health-related concerns. The country does not have, or maybe cannot afford to have, a
generalised social security system. Savings in India have been traditionally invested in fixed assets and
precious metals. Gold, for instance, is perceived as insurance or a pension product. There has been little
trust among the general public for private investments. The share of savings entrusted to the government
has been channelled through post offices and banks. However, during the 1980s, the investors started
turning to other avenues like stock markets and company deposits. Progressive changes in economic and
fiscal policies have led to many developments. Pension reforms could lead to unbundling of huge re-
sources for corporate investment. Leasing and financing companies, public sector bonds, mutual funds,
venture capital business, new financial instruments, entry of banks and financial institutions in stock
trading are some of these developments which provide the resources for capital markets and project
financing. .

Exhibit 3.6 presents basic information about the ‘LPG' of an economy, by what is meant liberalisation,
privatisation and globalisation. You must have often heard or read about these terms. This exhibit offers an
explanatory view of the terms much used but probably'nol C{I)rreclly understood. Liberalisation, privatisation
and globalisation are essential feature§ of the economic environment of any country. No other development
has as much affected the business environment in India as these have. Business tirms are still in the process
of coming to terms with the (otal impact that these developmcr{us are having on them. In fact, these three
developments have created the need for‘a e focuss_cd strategic management by Indian companies. Since
these ferms are quite significant, they will often be rgterred to further in the text, in different contexts.
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Exhibit 3.6 The 'LPG’ of the economic environment

By 'LPG’, as'coliourfuny stated by the once-redoubtable former chief election commissioner T. N. Seshan, is

meant liberaiisation, privatisation and globalisation. You often hear these terms and might have an idea of what

they mean. Lgt us see the meaning of these terms in the context of the Indian economic environment.
Liberalisation refers to a set of measures and reforms aimed at the creation of an open economy. Broadly, the

economic policie§ talk of liberalisation measures for industry and trade and reforms related to the macro aspects
and structural adjustments.

Liberalisation measures encompass the following:

» Industrial policies related to liberalisation of licensing of companies, foreign exchange and its regulation.
monopolies and restrictive trade practices and the public sector reforms,

v Trad:e policies related to liberalisation through encouragement of foreign investments, opening of exports
and imports sectors, lowering of import tariffs, abolition of import licensing and convertibility of rupee.

The reforms process includes:

» Fiscal (say, reduction of fiscal deficit and reform of taxation system), monetary (say, lowering interest rates
and controlling inflation), banking sector (say, freeing interest and lending rates and enfry of private banks)
and capital market reforms (say, entry of private sector mutual funds and aflowing foreign institutional
investors in capital markets). -

o Structural adjustments related to phasing out of subsidies and price controls, disinvestment in public sector
units and framing of an exit policy for industry.

The ongoing reforms process, often referred to as second-generation reforms, include further financial sector
reforms, several legislative actions such as amendments to the Companies’ Act, setting up of Competition Com-
mission and tax reforms related to value-added tax and stricter compliance.

Privatisation refers to the process of selling of state-owned enterprises (or public sector units as we call
them) to private individuals or corporations. In a limited sense, it also means the hiring of a private business to
provide products and services previously offered by a government agency. Liberalisation in the shape of public
sector reforms, for example, entails disinvestment of government equity in public sector units, resulting in their
privatisation. ‘ _ ;

Globalisation means the integration of a country’s economy with the global economy. This is done in several
ways like enhancing the inward flow of foreign funds and technology, opening up the system of trade and invest-
ments and, in general, the internationalisation of markets, production and corporations. Operationally, it means
that a company that could earlier be successful by focussing only on making and selling goods and services
within its national boundaries, now expands its horizon to the world. _

You will note that the three terms are not mutually exclusive in terms of their coverage. These should not be
viewed in watertight compartments. Instead, these are to be seen as a part of an elaborate economic philosophy
of focussing on entrepreneurialism or individual initiative as the vehicle for economic growth, development and
progress, as opposed o state or government-led economic development.

@Icmaﬁonal Environment

TheThtemational (or globat) environment consists of all those factors that operate at the transnational, cross
cultural and agross-the-border level, having an impact on the business of an organisation. .~
“Some of the important factors and influences operating in the international environment are as below,

Globalisation, its process, content and direction
ob organisations, blocks and forums
Global gfade and commercgYits process and trends
{Tinancial system, Jources of financing and accounting standards
3. Geopolitical situation, equalions, alliances and strategic interests of nations
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~8. Global ¢emographic patternyand shifts
-7 Global fluman resourcey institutions, availability,
labour and other skilled personnel
}/Globa, communication networks and media
9. Global technological and quality systems and standards
10. Global markets and competitiveness ,
11. Global legal system, adjudication and arbitration mechanisms .
12. Globalisation of management and allied disciplines and diffusion of management techniques in industry
of the environmental sector. While the other

The international environment constitutes a special class : : |
seven sectors we discuss here, are largely limited and exclusive in nature, the international environment
encompasses all the sectors albeit in the global context. In other words, what we mean to say is that while the

political environment, for instance, within a country, could consist of certain factors related to national
politics, the international environment would also have a geopolitical component including the political
factors and influences at the global level.

Here are three instances to exemplify the significance
and industry. i

¢ China number one, ]
Comparison in the context of international e

nature and quality of skills and expertise, mobility of

of international environment for Indian business

ndia number two: this is what we often get to hear in terms of economic growth.
nvironment is in order. China’s economy is twice that of

India. China has enjoyed a long term GDP growth rate of 9 to 10 per cent versus India’s 6 to 7 per cent
and China’s per capita income is more than double that of India. Moreover, China exports 6 times what
India does. Not only are the two Asian neighbours contenders for the number one position, they are
competitors in various industries internationally too. Yet, there are pockets of excellence for India that
other industries need to replicate. The Indian pharmaceuticals industry is one such example where it is
far ahead of its Chinese counterpart in terms of developing international marketing. Indian companies
such as Ranbaxy and Dr. Reddy's sell widely in the U.S., Europe, Africa and South America. Quite a few
" have factories in the U.S. and Europe too. This has significance for strategic planning for the existing
and prospective Indian multinational companies.

o Increasing labour mobility is a significant international environmental trend presently. Despite better
technology reducing the need for labour, it still remains the most important factor of production.
Internationalisation of markets and production requires 2 fr@quent movement of labour, especially high-
skill, better qualified people to move frequently across borders. Demographic changes of falling fertility
rates in developed regions and countries such as European Union, Japan and Singapore mean that more
influx of skilled people would be required. Traditionally and historically, India has been a supplier of
Jabour to the world. This includes emigration of highly educated people causing a phenomenon called
‘brain drain’. Increasingly, however, there has been phenomenon of ‘brain gain’, whereby qualified
Indians are returning home to work or set up their own companies. Indian industry and companies have
to take into account these divergent trends related to labour mobility in the international environment. |

« Among the various external financial sources, the equity market has constituted an important source of
financing for Indian companies, followed by bank loans and loans from financial institutions. The start

" of India’s economic reforms in the early 1990s led to a flood of overseas equity issues via American and
global depositary receipts. Indian companies now are increasingly seeking cheaper and quicl(g:r' loans .
from the international financial markets where access h_as been made easier by regulatory reforms of
streamlined and iberalised external commercial borrowing procedures and policies. Typically, Indian

« companies searching for funds overscas are drawn from a range of industries from automotive to finan-

 cial and some sectors like infrastructure having deep funding requirements. Reliance being the first to
enter the US private debt placement market and Tata Power, India’s largest private-sector power pro-
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ducer, raising foreign currency conyert:
nvertiby
These trends suggest that there wi]] be le bond
are growing in size and ambition ang

i » Signify an increasing trend of international financing.
Y more large transactions for the bigger Indian companies that

. L3 W. i 1
capacity expansion and acquisitions delu continue to look at foreign financing to fuel growth, both for
» depending on constraints to international financing such as India’s

sovereign credit rating exchange-rate i
verel - , -rate ri : : :
sarfer, i EXBIBIL 3.5, e Obptad sk and stringency of compliance requirements.

significance by Indian companies, we :;qtenl??‘anonal environment used to be cqnsidered as of low
considered by Indian companies in strategic‘ la oted that the research studies on environmental factors
(he early-1990s. There has been a sea-chap, eP ;tﬂm‘ng guoied in that exhibit were conducted_ in the 1980s and
Lecessitating Indian companies to Pl f 1' l:l]l:ll;g in t!le l.atter half of the 1990s and cfmtmuing at prescn't,
order. Evidence is found in more frequent rgfy ink of aligning themselves to the emerging glqbal gconomic
to adopt global business practices and realise:'ences to glf)bal standar_ds by e)Eportmg companics, SHBEIICS
have on Indian business and ey ; 1on of the impact that international environment is likely to
have increasingly been drawing the ;mem.‘“ “Sftfy federations such as the Confederation of Indian Industry
s ey R S 101 0 their cqnsﬂtuents to the international environment and the
Jpa y On feny Progressive companies are also reported to have set up special cells and
appointed managers to help them in analysing the impact of the international environment on their businesses.
Of all the aspects of global economic order, it is the World Trade Organisation (WTOY) that arouses a
heightened interest among the Indian corporate, sector.: WTO is among the trilogy of the influential
international institutions, the other two being the International Bank for Reconstruction and Development
(IBRD) popularly known as the World Bank and the International Monetary Fund (IMF). Exhibit 3.7 presents
abrief description of the WTO and an assessment of its impact on Indian business and industry.
Exhibit 3.7 WTO and its relevance as a significant international e_nvironment' factor for e
Indian companies - . . . . . .o .-
The World Trade Organisation (WTO) claims to be ‘the only global international organisation dealing with the
rules of trade between nations.” The members negotiate and sign the agreements that may be ratified by their
parliaments. The goal of the WTO is to help producers of goods and services, exporters and importers conduct
their business. DR B o o
The WTO was founded on January 1, 1995 as a successor to the General Agreement on Trade and Tariff
(GATT) by the Uruguay round of negotiations: While GATT focussed mainly on trade in goods, the WTO covers
cross-border trade in services and ideas and the movement of personnel. It has a membership of 150 countries
“asinJanuary 2007. e v i :
The functions of the WTO are:
Administering WTO trade agreements
Forum for trade negotiations
Handling trade disputes
Monitoring national trade policies . :
Technical assistance and training for developing c_cnuntries

s Cooperation with other internaticnal organisations _
The WTO functions on the basic premise that free trade among nations leads to economic growth. Liberal

trade policies that afiow the unrestricted flow of goods and services help in honing competition, motivating

innovation and nurturing success. Its wide-ranging activities relate to agriculture, banking, food sanitation, gov-

emment purchases, industrial standards and product safety, intellectual property, telecommunications, textiles
and clothing, etc. ' ' ‘ .

_(:riticisnnil of the WTO rests on several allegations that It considers as misconceptions arising out of misunder-

" standing. WTO is now under fire for failing to take Into account labour standards or the environmentat impact ot



http://scannergo.net/?utm_source=pdf&utm_medium=watermark&utm_campaign=scannergo

80 Strategic Management and Business Policy
s to break dOWN pal trade barrers '€ ;?gef.“g'q?? Mo serous
its efforts to brea s orations, dictating policy t0 soverej
criticism relates to it being a tool i:sihz hands of pov\rerful rnult'"a:{::i::;ing poverty. WTO addresses_manyir:
nations and prescribing actions that lead 10 destroying J‘;b:fan . I :
: Swww.wio.org/end s WTO. India's participation aims at the develop.

these criticisms on its website at http: ) gsor, the
India is a founder member of the GATT and its suCce o intemational frage, 50 83 10 ERSLYS MOre Sty

ment of an increasingly rule based systeminthe govemance tself and other member-nations,

cosperity for | o
and predictability that ultimately would lead to more trade and prosP " the mostfav oured nation principle ang
India has benefited by the provisions of the WTOsuc

trade. Besides, it is alleged 1“‘4‘

has by T iso a part of the group of developing .

enabling of access to a large number of importing Qor:n;:?n d eveloped countries and protecting its vital inter.
nations that seek to secure equity in access to the markeis == _ is available with the Minis
ests in agriculture. Information related to India’s relationship with the WTO . .WI of
Commerce at hitp://commerce.nic.in/. . . anagement for companies in all
: . e 0 regulations for strategic manag .
There are important implications of the wTO reg b phannaceuﬁcals (e.g. patenting), IT (e,

industries that come within its purview. Among them are ) mantli
outsourcing), agriculture (food safety and processed food exports), textiles and garments (dismantling of quotas

and export competitiveness) and service sector (e.g. insurance, banking and aceailfitigh
N Via ot e s ~ g 1
L : | SR —~m
Market Environment [S\‘ln 471) gnu )

The mmW er organisations that compete with

and have an impact on an or anisati business.
nvironment are as follows: -

Some_of the important factors and influences operating in the market €
1s or client factors such as the needs, preferences, perceptions, attitudes, values, bargaining

power, buying behaviour and satisfaction of customers. :
2 wﬁ such as the demand, image, features, utility, function, design, life cycle, price, promo-
tion, distribution, differentiation and availability of substitutes of products or services,

3. ‘§4 rketing Intermediary Tacrorysuch as levels and quality of customer service, middlemen, distribution
channels; Togistics, costs, ac;ivery systems and financial intermediarics.
. uch-as the different types of compelitors, entry and exit of major competi-
smpetition and relative strategic position of major competitors,

The market environment largely depends on the type of industry structure. In monopolies and oligopolics
the concern for market environment is lesser than what it is under pure competition. In a COI;trolled economy'
like that of India, public utilities like electricity boards and most public sector corr; i h I ti
cooking gas companies operate in a protected environment. panies such as petrol an

In recent years, the government policies have ually mov " .. o
public sector such as between banks and also betwgc:fthe gubl?c :i,;‘::iiﬁz :ilcﬁwmg competition }Ul[hll'l the
of television and computers. The market environment has assumed T A ahies llk‘f in the ¢as¢
management as the increasing pace of liberalisation has accentuated its f‘ greater importance In strategIc
shows, it is the most important sector for companies in India. s importance. In fact, as Exhibi 35

Here are several examples to show how_ the market environment aff; . : ,
the companies. ects and is taken into consideration by

come and strong

ment in India. Custo r .
of firms in several industries. Other marketing-related actiop ;, romi
I Clude investments in retail networs*

increasing opportuni . rovi
o e rating a more Visible presence TOVINg Customer seryj d ad-
vertising, demons and improving the ice, customer-focusse
overall custome ' 0
r experience-
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wonder, India is considered

developing world, 10 be one of the best growth opportunities for several industries in the

o There was a time when 1h e
companics that existed did ::;::’:3:‘::: industry hardly seemed to care ahout its customers. The few

a car. Now the Situation hag chan§0d 16' market and customers had to wait for a fong time in order to buy

to various sales promotion measures chan extent that companies carry unsold stocks, have to resart
market. Facilities such a¢ 24_},&“ ' tnd Wm"dc,m“" customer serviced in order to compete in the
eheoking e, wokile FCWicc-unilgcfu“"?mcr service, service sct-ups on highways. mohile pollution
cas mechanics are a common fmm-.c acilnty at service st.lflnnﬁ and customised training programmes for
Cxpected by the Indian automohile customer.

There is & distingt tre : :
* also provalent within ?: ;?f fj'[-:"“"‘“s preference for natural products around the world and this trend is
‘ , ; i, “eo-friendly products whether in agriculture, clothing. cosmetics or health
care arc seen as better substittes for synthetic produc -

- . ts. Issues such as organic produce, green technol-
ogy. biodegradability, Ton-toxicity or sustainable agriculture are common in product and process tech-

n(ﬁti\]gliﬁ.- Lnfhat? ;rgam_saiions seem to benefit owing to this trend of growing preference for natural
products. Avurveda, coir, herbal cosmetics and pesticide industry products are some of the sectors that

benefit from customer preferences for natural products,
 Indians are pay

‘ paying increasingly greater attention to personal grooming. Changing life styles. increasing
disposable incomes, availability of Tocal and international brands, influence of satellite television and
better awareness of global brands are some of the major factors that have led to an increasing demand for
cosmetics. The cosmetics and personal care industry has been growing at a high rate during the last few
years. With the demand for cosmetics on the rise and opening of the market to foreign companies, there
is increasing competition offering greater product choice and avai lability to the fashion-conscious [ndia
women and men in urban as well as suburban areas. g
The market environment is one of the most dynamic sectors of the environment. Indian marketers are
facing a daunting challenge in coming to terms with the dynamism and the ever-changing nature of the Indian
markets. Exhibit 3.8 offers an insight into the enigma that is the Indian market.

Exhibit 3.8 The enigma that is the Indian market

Ask any perceptive marketer about the biggest challenge in marketing in India and chances are that ¥he would
name it as the heterogeneity of the Indian market, At any given lime, it is difficult to segment a market. it is even
more difficult trying to segment a market as diverse and unpredictable as India's. The British Broadcasting
Corporation's George Arney, who has been reporting on India for many years, wonders: how do you summarise
& country which is home to one in six members of the human race, contains a third of the world’s poorest people
and yet has an increasingly consumer-oriented middle-class, twice the size of the population of Germany?
Market analysts keep struggling with data streaming out from various surveys, conducted by organisations
such &s the National Council of Applied Economic Research, National Sample Survey or the Indian Readegship
Survey. Marketing students quickly get to adopt the jargon of consumer behaviour: ‘SEC C' consumer or ‘asfpir:
ing' category consumer. The hype associated with India’s economic emergance f_uats the,. marketing slra_!egusts
imagination. Yet, the elusive Indian consuming class simply refuses to come within the grips of arttul tactics and
carefully designed strategies. _ ‘ ‘ ‘
Estimates of the number of people in the consuming class vary widely. Invariably, thay are quotad in a few
hundred millions. Subsequently, several of these estimates prova to be inflated - based more on sei-enlight-
ened prophecies rather than market realities. So many MNCs with their blopdied noses can relate well to this. T
them, the choice among being a volume-based, mass marketer or a pramium, niche markemr has always bei_an
clear. They are there for big action in @ huge marketplace. The only problem s there is hardly any hlomog_er:]aﬂv
{0 base action upon. The Indian consuming class simply refuses to act like the consuming class in their own
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countries does. There seems to be more emphasis on value for money, aversion to being pushed to buy, little

liking for razzle-dazzle and the propensity to rely on reputation and trust in customer reiatlon-shup. :
Consumerism, or conspicuous consumption, is a double-edged sword. It fuels economic QFOth PUi also
ignites social disparities and individual guik. While it is a phenomenon experienced by ingluaiiia. socialegsarys
where, in India it struggles valiantly with the strongly-entrenched social system and values. Take for example,
the issue of debt-funded consumption. Is postponing consumption increasingly ciifﬂcul’t for the Indian consumer
than taking a loan to satisfy it quickly? Many marketers gleefully report that the lncf:_an con§up1er has finally
gotten over his aversion for loans or mortgages to buy items for immediate consumption. Bu'tlls it fea"y true? It
is difficult to say. If one sees it through the prism of generational differences and social lmobmty, thgp it ‘may be
easier for a 23-yeér old man, eaming a tidy amount out of his calf centre job to go for instant gratiﬂcgthn. but
practically impossible for his father, running his truncated household with his meagre governmgnt pension, lo’do
s0. Who is the marketer really aiming at; the father or the son? They might represent the two sides of the_ Indian
' consuming class to the marketer, yet they emanate from the same social milieu. o
On the one hand, undoubtedly, there is a huge untapped market for consumer goods out there in India, On
the other, we are already witnessing signs of consumption-induced stress. The ‘buy-nothing-day”; a manifegia-
tion of fatique by over-consumption and a soclal movement against mindless consumerism, observed around
the world in November-end every year, was celebrated in Mumbai for the first time in 2006.
- Just like the country, the consuming class in India is a bundle of contradictions. There are so many variables
that make it difficult to measure, evaluate or cbmpare data, Besides the usual marketing variables such as
demography or lifestyle, the marketers have factors such as the region, caste and cultural diversity to contend
_with. Foreign, especially the American models of marketing research can offer useful insights, but cannot serve
-the purpose adequately of helping to have a realistic understanding of the Indian consumer behaviour. Indig-
enous theoretical models, understanding of markets grounded in social realities of India or simply, conservative
trial-and-error may help to do so. f : S I oo d W ® g
Despite the heterogeneity of the Indian market, it is prudent to realise that the Indian society is in a state of .
ferment. Several differences apparent today may dim in intensity or disappear totally tomorrow. This is likely to -
happen especially across the socio-economic classes where for instance, the elite classes behave in a similar
way across regional or caste divides. The market environment is dynamic, complex and multifaceted. Its under-
standing and evaluation poses a difficult challenge not only to the marketer but to the strategic planner as well.

Political Environment | G avp. ’ R‘f\ﬁb‘i" V) (vt peidi “J) )
The political environment consists of factors related to management of jpublic affairs and their impact on the
business of an organisation. - : ; C e
Some of the important factors and influences operating in the political environment are: - %
1. The political system and its features like thﬁthcmli_/_p_t'waﬂ\system, ideological forces, political
parties and centres of power." . - ‘T | - i
2. The political structure, its goals and stability.
3. Political processes like operation of the party system, elections, funding of elections and legislation with
respect to economic and industrial promotion and regulation. '
4. Political philosophy, government’s role in business, its policies and interventions in economic and busi-
- ness development. o S S
India is a democratic country having a stable political system, where the government plays an active role as
plaﬁner, promoter and regulato_r of economic activity. Businessmen, therefore, are conscious of the political
environment that their organisations face. Most gowernmental decisions related to business are based on
political considerations in line with the political philosophy followed by the ruling party at the Centre and the

State levels.
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