
 Assessment 1 Total marks: 30 


Q. 1: Short questions: 15 

i. What is meant by Exim policy? 

Aim at increasing the export of a nation and decreasing the import. This would benefit the nation and help its growth and economic prosperity. Aside from these, the technological developments around the world are also important for the economic environment. The world is striving to come up with inventions that would help cut the cost of production and increase its speed. It is essential for any business to work using the latest developments in production. If not, they might be at a risk of higher cost of production and sales and lose in the market amongst their competitors. It is also important to keep in mind the latest trend among the society of an environment. A product that is out of date will not do well in the market. It would be wise to stay ahead of the trend and times rather than to lag.

ii. Identify the types of non-economic environment in the following cases: 

[bookmark: _GoBack](a) Demand for new clothes increases during festive session. 
(b) Computer has outdated typewriter. 
(c) Sugar factories are being set up where sugarcane is grown abundantly. 
(d) Availability of skilled labour in a region. 


iii. How does demographic environment of business influence the business activities? 
Demographics play a crucial role in the success of businesses, as learning consumer characteristics helps a business owner determine what products and services to create and how to market them. Future shifts in demographics also determine what necessary adjustments a business must make to its strategies.

iv. Describe the importance of business environment for a business firm.

There is a close and continuous interaction between the business and its environment. This interaction helps in strengthening the business firm and using its resources more effectively. 

v. Explain the social responsibility of business towards different groups. 

The responsibilities of those who manage the business cannot be limited to the owners only. They have
to consider the expectations of other stakeholders like the workers, the consumers, the government, and the community.








Q.2. Legal environment is one of the essential areas to concentrate on while starting or working on any business. Discuss (7) 


Case study (8) 
William Simpson opened a news agency as a sole trader in 1998 with the help of his wife. He had previously worked for a super market but wanted a new challenge. It cost him £7000 to set up but he was left to work long hours when his wife fell ill. He employed an assistant manager but the shop began to lose money. 

1. Using examples from the case study or from your own knowledge, explain the meaning of;
 
A) limited liability company

· A private company whose owners are legally responsible for its debts only to the extent of the amount of capital they invested.

B) Partnership 

· A legal form of business operation between two or more individuals who share management and profits.

2. Describe the advantages of being a sole trader 

· Control - Sole traders maintain full control of their business. Running it how they please without the interference of others.
· Profit retention – Sole traders retain all the profits of their business.
· Private data – Information about sole traders is kept private, unlike that of limited companies which is necessarily made public after registration with Companies House.
· Specialist – Often a small business, sole traders can offer a more personal service with local roots and ties. This can be more appealing to potential customers in the local community.
· Personal – Because there is no need to confer with other decision makers, sole traders can make decisions quickly and act on them swiftly, providing for the needs of their customers.




3. Point out the reasons why a third of sole traders cease trading within their first year of trading? 

· Liability – sole traders are not seen as a separate entity by the law. Therefore, they are subject to unlimited liability. This means if the business gets into debt, the business owner is liable. In the worst case, this may mean a person risks their home, personal savings and any other assets they have both in and outside of the business.
· Finance – sole traders often find it difficult to raise finance to fund their business. They may struggle with expansion in the future.
· Reverse economies of scale – sole traders will be unable to take advantage of economies of scale in the same way as limited companies and larger corporations, who can afford to buy in bulk. This might mean that they must charge higher prices for their products or services in order to cover the costs.
· Decision making – all decisions must be made by the sole trader. There is no room for help by others. So, the success or failure of the business rests on one person.

