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Nature of Environmental Analysis

Environmental Analysis is the process of identifying, examining, and evaluating
internal and external factors that affect business operations and decision-making.
It helps organizations wunderstand opportunities, threats, strengths, and
weaknesses.

Characteristics:

e Continuous process

e Dynamic and flexible

e Future-oriented

e Helps in strategic planning

® Focuses on internal and external environment
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Significance of Environmental Analysis for Business
Decisions

Environmental analysis helps managers make informed decisions by understanding market conditions and future trends.
Importance

e |dentifies business opportunities.

e Detects threats before they become serious.
e Supports strategic planning.

e Improves decision-making.

e Helps in effective resource utilization.

e Enhances competitive advantage.

e Reduces business risk.

e Promotes innovation and growth.

e Improves customer satisfaction.

e Ensures long-term survival.
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Dimensions of Business Environment

(TP qTATAR0T & TATH)

Business Environment consists of various external forces that influence business

activities.
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A. Economic Environment (GI'I% dTdTdRUI)

Includes income levels, inflation, interest rates, taxation, government policies, unemployment, and

economic growth.

Impact:

e Consumer purchasing power

e Cost of production

e [nvestment decision
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B. Political Environment R'ITrF-ﬂW dTdTdRU)

Refers to government stability, political ideology, public policies, and legal framework.
Impact:

e Business regulations

e |[nvestment climate

e Trade policies
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C. Social Environment (HTHTfSI® qTdaTdRUN)

Includes culture, customs, education, population, lifestyle, and social values.
Impact:

e Consumer behavior

e Product demand

e Marketing strategy
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D. Technological Environment (G-I dTdTdRUI)

Includes scientific developments, innovation, automation, artificial intelligence, and digital technolegy
Impact:

e Better productivity

e Lower production cost

e Improved quality
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E. Legal Environment (% JNEEy dIcTdRUI)

Consists of laws related to business such as labor laws, environmental laws, taxation, and“consumer
protection.

Impact

e Legal compliance

e Fair business practices

e Protection of stakeholde
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F. Natural Environment (LTW CIGLEELY)

Includes natural resources, climate, environmental protection, pollution, and sustainability.
Impact:

e Resource availability

e Production process

e Corporate Social Responsibility (CSR)
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G. Global Environment (a% dIdTdRUI)

Includes globalization, international trade, foreign investment, global competition, and multinational

companies.

Impact:

e Export opportunities

e Global competition

e International partnership
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