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i) What is meant by EXIM Policy?

The EXIM policy is a set of guidelines and instructions established by the Directorate General of Foreign Trade (DGFT) in matters related to the import and export of goods in India. The EXIM policy deals in items related to export and import, promotional measures, duty exemption schemes, export promotion schemes, special economic zone programs and other details for different sectors. The policy’s initial objectives included establishing the framework for globalisation, promoting internationally competitive import substitution and self-reliance and to encourage the attainment of high and internationally accepted standards of quality.

There are essentially two aspects that make-up the EXIM policy; the import policy which is concerned with regulation and management of imports and the export policy which is concerned with exports not only promotion but also regulation. The DGFT is the main governing body in matters related to the EXIM policy, initially the EXIM policy (also known as the Foreign Trade Policy) was introduced for a three year period only; the main objective was to boost the export business in India.

The Foreign Trade (Development and Regulation) Act is to provide the development and regulation of foreign trade by facilitating imports into and increase exports from India. It also promotes exports to the maximum extent.

In the year 1962, the Government of India appointed a special EXIM policy committee (Ex-Im meaning = Export-Import bank) to review the government’s previous export import policies. The committee was approved by the Government and was ratified on the 12 April 1985.

The EXIM policy is announced every 5 years by Ministry of Commerce and Industry, Government of India. It is updated every year on the 31 March, all the amendments and improvements in the scheme are effective from the 1 April.

The Government of India also releases the Hand Book of Procedures detailing the actions to be followed for each of the schemes mentioning the EXIM policy. An example of an announcement made for leather export is on payment of 50% applicable export duty. Leather sector shall be allowed re-export of unsold imported raw hides and skins and semi-finished leather from public bounded warehouses. An announcement for tea exports is the existing minimum value addition for advance authorisation scheme for export of tea will be changed from 100% to 50%.















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

a) Demand for new clothes increases during festive session

	There are various elements of non-economic environment. The social environment of business includes social factors such as; customs, traditions, values, beliefs, poverty, literacy etc. 

	The social structure and the values that a society cherishes have a considerable influence on the function of businesses.

	During festive seasons such as Christmas, there will be an increase in the demand for new clothes, as well as food and other luxuries.

	Many retailers make more than half their sales and profits in the three months leading up to Christmas. Sales in the English high street retailer NEXT, which concentrates mostly on clothing increased by 7.7% between November 1 2014 and December 24 2014. Shoppers particularly snapped up its knitwear and nightwear.

b) Computer has outdated typewriter

	The non-economic environment of business can be classified broadly as: politico-legal, demographic, socio-cultural, technological and natural.

	Technological environment is an important element in business environment. Technology implies systematic application of scientific or other organised knowledge to practical tasks or activities.

	It is very important for a business to make a compromise between the technology available and the technology in use. As the technology is changing fast so should businesses keep a close eye on the technological changes for its adoption in their business activities.

	It is essential for a business to remain current on technology if it hopes for long term stability and growth. To stay relevant, especially when it comes to technology, means keeping up with what is trending technology wise, in you industry. It is important to know the extent of your customer’s technological expertise and stay on pace with them. If a potential customer cannot find you, your products or your services because of technological deficiencies, your business is destined for failure.













c) Sugar factories are being set up where sugarcane is grown abundantly

	Sugar mills are large, self-contained factories, located in close proximity to the farms which supply them with sugarcane.  Mills work day and night during the cane season  and handle cane promptly to ensure the quality of juice is maintained.  Australian Mills crush around 30 million tonnes of cane and produce more than 3.5 million tonnes of raw sugar

	The process of separating sugar from the sugarcane plant is accomplished through two steps. Because cane is bulky and relatively expensive to transport, it must be processed as soon as possible to minimize sugar deterioration.

	Economic factors relate to changes such as costs and prices of goods, which will affect the ability of businesses to generate profits and need close monitoring, therefore, it makes good business sense to build the factories close to the fields to ensure the cost of production is kept to a minimum due to the cost of transportation and to prevent deterioration of the product. The process is efficient and very little of the cane is not used.  Fibre left after the cane is crushed becomes fuel for the mill boiler and Ash and Mud from the Mill is returned to the cane field as fertilizer 



d) Availability of skilled labour in a particular region

	Demographic factors like, rise and growth rate of population, age and sex composition of population are all some of the relevant factors related to business conditions.

	Size of population, growth rate of population and age-composition etc influences the demand pattern for various goods eg Budleigh Salterton, a popular retirement area in Devon might not be the perfect choice to recruit young labourers for example.

	Foreign based call centres are significantly cheaper to run than UK based centres, labour costs are cheap, labour is more reliable and infrastructure costs are much less.



iii) How does demographic environment of business influence the business activities?

	A demographic environment is a set of demographic factors such as gender or ethnicity. Companies use demographic environments to identify target markets for specific products or services and is used to separate the target population for effective marketing. Demographics are various traits that can be used to determine product preferences or buying behaviours of consumers.

	There are a number of demographics that can affect a business and most companies identify their key customers through these traits. Doing this will enable the business to target consumers with like characteristics in their advertisements and promotions.

	

By targeting consumers with similar demographic characteristics helps maximise a company’s sales and profits.

	A demographic variable can affect a business’s income, for example a company’s products usually appeal to certain income groups. Should a company produce high-end women’s clothing, they would appeal more to people with high earning salaries. Conversely, companies can entice lower-income people to discount retailers and wholesalers and can attract higher income buyers to speciality retail shops.

	Another variable is age, a company’s products and services are more likely to appeal to certain age groups. Younger people under 35 are often the first consumers to purchase high-tech products like mobile phones, electronic books etc. Certain buying groups also have more buying power than others.

	Geographic region is another type of demographic; companies who meet buyers’ needs of requirements in certain geographic regions have the potential to earn high sales and profits.



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

	Business environment refers to the surroundings of business enterprise which affect its operation and will determine its effectiveness.

	Business is defined by an activity generating income through buying and selling, manufacturing and rendering auxiliary services to trade.

	A modern business is not independent, it cannot work on its own – it is dependent upon other factors for it to achieve its goal, it cannot ignore the interest of the society.

	To achieve successful results, a business must have knowledge of the environment; this will help in capitalising upon opportunities, activating management and image building. By not capitalising early on opportunities, the business may lose out to competitors. Analysis of business environment helps to identify strength, weakness, opportunities and threats. 

	Strategists can gather qualitative information regarding business environment and utilising the information to formulate effective plans – for example, ITC Hotels foresaw opportunities in the travel and tourism industry and started building hotels in India and abroad.

	The environment in which you operate can influence every aspect of your business. As market conditions change, a business must change its strategies and tactics to accommodate fluctuating operating costs and sales. Not being reactive to these changes will affect the business’ competitive position and profitability.

	Recession periods (economics) could lead to economic downturns and your customer base will need to be accommodated during this period of down turn. Age, education, ethnic mix and gender (demographics) can affect the ability to provide the manpower a business will need. New 



laws can affect benefit programs, minimum wage and record-keeping that increase the cost of doing business (legislative). The monetary impact of new legislation on your payroll for example can limit your profit-making ability.



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

	Social responsibility is the idea that businesses should balance profit-making activities with activities that benefit society; it involves developing businesses with a positive relationship to the society in which they operate.

	The International Organisation for Standardisation (ISO), emphases that the relationship to the society and environment in which a business operates is a “critical factor in their ability to continue to operate effectively. It is also increasingly being used as a measure of their overall performance”.

	Many companies, such as those with ‘green’ policies, have made social responsibility an integral part of their business models. The primary aim of every business is to maximise profit, however, many businesses  recognise the importance of being socially environmentally conscious, and will often advertise charitable initiatives, such as annual fundraisers for a particular cause.

	Examples of socially responsible businesses include: Cole and Parker, a Canadian sock company, they donate proceeds from every sock sale to a fund that is used to provide small loads for entrepreneurs in developing countries. Juntos Shoes is a company, which, for every pair of shoes it sells it donates a supply-filled backpack to an at-risk Ecuadorean child to help them participate more fully and effectively in school. Survey Monkey is an American based survey creation software, it donates 50 cents per survey completed to the takers charity of choice.

	Social responsibility is more effective when a company takes it on voluntarily, as opposed to being required by government to do so through regulation.

	Social responsibility boosts company morale, and this is especially true when a company is able to get buy-in among its employees and actively engage them in its social cause.

	Nearly half of shoppers worldwide are willing to put their money where their mouth is when it comes to supporting socially responsible businesses. Nielson’s Global Corporate Citizenship Survey found that 46% of global consumers are willing to pay extra for products and services from companies that have implemented programs to give back to society.

	Improvements to science, technology, engineering and maths education together with the eradication of extreme poverty and hunger topped the list of causes important to socially conscious consumers.

	Businesses also have responsibility to the owners/shareholders by giving them a fair and regular return on their investment in the form of dividends; it should give full, regular and accurate 



information on the progress and financial position of the company. 

The business also has a responsibility towards consumers or customers; it should supply products or services of the right quality at the right time, at the right place and at reasonable prices. The products or services supplied should meet the needs and tastes of consumers of different classes and with different purchasing powers, it should also inform, educate and guide the consumers about the arrival of and use of new products released onto the market. 

The business also has responsibility towards Its employees – it should recognise human values in business and treat the employees as responsible human beings, not merely cogs in the machine. It should raise the employee’s morale through financial and non-financial motivations and reward them with fair wages and offer material incentives to improve their productive capacity. 

It has responsibility towards government; the business should strictly follow the rules and regulations of the government and pay taxes due regularly and honestly. The business should maintain fair trade policies and practices. It should also finance and participate in social and general functions of the society.

Q2. Legal environment is one of the essential areas to concentrate on while starting or working on any business. Discuss.

	The definition of the legal environment of business is the attitude of the government towards business, the historic development of this attitude, current trends of public control in taxation, regulation of commerce and competition, freedom of contract, antitrust legislation and its relationship to marketing, mergers and acquisitions and labour management relations.

	Businesses are faced with multiple sources, and enforced by bodies with fragmented and overlapping jurisdictions. The legal environment of business refers to the code of conduct that defines the legal boundaries and to the terms/conditions of the place where it is conducting business.

	Legal environment comes under the external macro-environmental facts; it depends on the legal systems of the countries, which will vary from country to country. As a business, you do not have a choice on whether you can follow these laws.

	The way in which a business can operate is controlled by legislation. Laws UK can be imposed by the UK or European Union courts and government. Legislation mainly acts as a constraint on business; some would say that dealing with ‘red tape’ can be a hinderance. Complying with every rule and regulation might seem intimidating if you are about to start a new business. Some types of business and sectors are more heavily regulated than others and some countries are more restrictive with businesses than others.

	A business will need to have knowledge of the country’s laws it is setting up in to prevent possible penalties or maybe offending the country. A country whose legal system is effective and encourages new businesses will be more attractive for a company than a country that is corrupt or does not have a clear law system.

	

Examples of laws that have been passed include; The Factory Act of 1847 as known as the Ten House Act was a UK Act of Parliament which restricted the working hours of women and young persons in textile mills to 10 hours per day. The Companies Act 2013 is an Act of the Parliament of India which regulates incorporation of a company. It replaced the Companies act 1956 and came into force on 12 September 2013.

	A law that is coming into force in 2018 is the General Data Protection Regulation (GDPR) which will give people more control over their personal information when it is passed into law in 2018 – it supersedes the UK’s outdated Data Protection Act, which was drafted in the 1990s. This new rule represent dramatic changes to the way businesses are required to handle data, the consequences for failing to look after such information properly can be drastic. Any company that suffers a data breach will face a fine of up to 4% of their annual global turnover; this is huge in comparison to the current existing penalty of £500,000.



Case Study:

William Simpson opened a news agency as a sole trader in 1998 with the help of his wife. He previously worked for a supermarket but wanted a challenge. It cost him £7,000 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 the examples from the case study or from your own knowledge, explain the meaning of:

a) Limited Liability Company

	A limited liability company (LLC) is a corporate structure, the members of the company cannot be held personally liable for the company’s debts or liabilities. As the name implies, members’ liabilities for the debts and obligations of the LLC are limited to their own investment, for example, if your company gets sued, your personal assets ie bank account, or your home is protected. As most, you can only lose the money you put into the business and nothing else.

	As LLCs projects owners from personal liability, it is one of the most common choices as it offers flexibility and less paperwork than other business entities. However, members can still be held liable for criminal behaviour or if they neglect to follow certain rules about business management.

	It is a type of business structure that combines traits of both a sole-proprietorship and a corporation. An LLC is eligible for the pass-through taxation feature of a partnership or sole proprietorship, while at the same time limiting the liability of the owners, similar to a corporation.

	



As the LLC is not considered a separate entity, the company does not pay taxes or take on losses, instead this is done by the owners as they have to report the business profits, or losses on their personal income tax returns.

	An example of a LLC is G1 Solutions, Exmouth Devon. It offers workplace mediation and conflict resolution.



b) Partnership

	Partnership is defined as two or more persons in business with a view to making a profit; the number is usually limited to a maximum of 20.

	In a partnership, the partners provide the capital and share the responsibility of running the business with an agreement between its members. You can share all your business’ profits between the partners. Each partner pays tax on the share of partnerships.

	You are personally responsible for your share of any losses your business makes and you are responsible for any items you purchase for your business ie any stock or equipment.

	You must choose a name for your partnership and register it with HM Revenue and Customs. The nominated partner must send a partnership self-assessment tax return annually and all the partners must send a personal  self-assessment tax return every year, pay income tax on their share of the partnership’s profits and pay national insurance. It will also have to register for VAT if the partnership expects its takings to be more than £83,000pa.

	An example of a partnership business is Bailey Partnership, an Architect business which has offices around the UK including Exeter in Devon.



2. Describe the advantages of being a sole trader

	A sole trader is any business that is owned and controlled by one person and not registered as a corporation, partnership or limited liability company, although they may employ workers. A sole trader can work as an independent contractor or operate a small business. Many home based businesses are operated by sole proprietors; they usually provide a specialist service like hairdressing, plumbing or photography.

	Sole traders do not have a separate legal existence from their owner, therefore, the owners are personally liable for any debts the business may incur and would have to pay them themselves, the sole trader can be forced to sell personal assets to cover any debts. This is the issue with the case study as he is now running the business on his own due to his wife becoming ill, he also has the wages of an employee to fund and his business is now losing money.

	



The advantages of operating as a sole trader is that the firm is easy to set up, generally only a small amount of capital will need to be invested, therefore reducing the initial start-up cost, the wage bill is usually very low as there tends to be few, if any employees, and it is easy to keep overall control – this is because the owner has a ‘hands-on’ approach to the running the business and can make decisions swiftly as there is no need to consult other members.

	

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

	A sole trader is a person who is the exclusive owner of a business, entitled to keep all profits after tax has been paid but is liable for all losses. As a sole trader, you run your own business as an individual and will be treated by HM Revenue & Customs (HMRC) as self-employed for tax purposes and retains all their business profits after tax.

	The disadvantages of operating as a sole trader are that there may be no-one to share the responsibility of running the business, no-one to cover holidays or sickness, therefore, you may have to work very long or unpredictable house, running a business as a sole trader shows that the existence is very exclusive, although you are able to employ staff, the full responsibility is not shared.

	Sole traders tend to experience greater difficulty raising money for their business than limited companies, it can be harder for sole traders to secure bank loans and they are not in a position to sell shares to raise funds to invest in the business, therefore finding it difficult to grow which, possibly could cause problems should they wish to expand to secure business and satisfy their customers’ demands.

	Sole traders usually start up using their own savings, loans secured against personal assets, or with money borrowed from friends. This is problematic should the lender wish to call in their load at any time.

	Business growth may be restricted by a sole trader’s limited knowledge or skills. Should a business have other stakeholders involved, they could bring their skill set to the company. A sole trader is liable for all losses the business makes.

	The sole trader may not have the ‘all round’ skill set necessary to run a business, for example, unable to grasp bookkeeping or have knowledge on how to successfully sell a product.
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