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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
Q. 1: Short questions: 
i. What is meant by Exim policy? 
Answer: Exim policy as well known as import and export policy or foreign trade policy, aim at increasing the export of a country and decreasing the import. The nation can be benefited with this policy for the growth and economic prosperity. 
ii. Identify the types of non-economic environment in the following cases: 
(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(b) Computer has outdated typewriter.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 particular region. 
Answer: (a) Social Environment
(b) Business Environment
(c) Natural Environment
(d) Demographic Environment
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iii. How does demographic environment of business influence the business activities? 

Answer: Demographic play an important role in the success of business, Demographics indicate the general characteristics of the population in a specific region. These characteristics include purchasing power, type of residence, means of transportation, family status and educational level.
iv. Describe the importance of business environment for a business firm. 
Answer: The interaction between the business and its environment helps in identifying the opportunities for and threats to the business. It open up new frontiers of growth for the business firms. Environmental analysis makes the task easier in dealing with business challenges. It helps the firms to analyse the competitors’ strategies and formulate their own strategies accordingly keeping in mind its own strength and weakness.
v. Explain the social responsibility of business towards different groups. 
Answer: Social Responsibilities towards Different Groups
(a) Responsibility towards the shareholders or owners: A business firm has responsibility to provide a fair return to the shareholder or owners on their capital investment in the firm.
(b) Responsibility towards the Employees: Management has to create safe and right kind of working conditions so that they can win the cooperation of workers. Employees must also be ensured of fair wages and must be paid with other benefits.
(c) Responsibility towards the Consumers: Supply of right quality and quantity of goods and service to consumers at reasonable price. The enterprises must take proper precaution against adulteration, poor quality, lack of desired, service and courtesy of customer and so on.
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(d) Responsibility towards the Government: A business enterprises must respect the laws of country and pay the taxes honestly.
(e) Responsibility towards the Community: Its must protect natural environment and should restrict pollution. It should contribute the community development programmes like public health care, sports, cultural etc.

 Q.2. Legal environment is one of the essential areas to concentrate on while starting or working on any business. Discuss
Answer: While starting a new business or for the running business we need to know about the law of nation, Every business organization has to obey, and work within the framework of the law. Legal laws and regulations also form the way businesses are created in a nation. How they would work, progress, and who they would be liable to. Those countries legal system is effective and working fine, it attracts the foreign investors to invest. The contracts must, of course, be ethical and fair to all the parties involved and in terms of business contracts it must be in writing. Without following the law and regulations of the nation it’s not possible to set up the business or to bring it step ahead. If any business offends the sentiments of the people of the nation, it might have to face charges or penalty.

1. Using examples from the case study or from your own knowledge , explain the meaning of ; 
A) limited liability company b) partnership 
Answer: A) A limited liability company is a mix of a corporation and a partnership, it’s members are protected from being held personally liable for the debts and claim of the business. In the event the business is unable to pay its debts, such as rent, loan payments, and business supplies, the creditor can only make a claim against the company’s assets. This protects the personal assets of the members, who only 
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risk losing the money they have invested in the business, not their personal assets.
B) A partnership is an arrangement in which two or more individuals share the profits and liabilities of a business. A Partnership is common thing among the people around the world, but when it’s done for economic purpose, that’s what we call partnership.
2. Describe the advantages of being a sole trader.
Answer: A sole trader or sole proprietor is a business owned and controlled by one person who takes all the decisions, responsibility and profits from the business they run.
Sole Trader Advantages
A) Full control over daily and strategic decision making- It's easy to set yourself up as you only need to declare to yourself you are going to be a business and you have full control over the business.
B) Far less red tape and regulations than a Limited Company- A sole trader does not need to complete many of the forms and accounting information that limited companies need to produce.
C) No staff to manage or pay- As there are no staff on hand the owner also takes all of the profits made by the business, and all financial information is kept private.
D) Fast Decision Making- Decision making is also fast as it's just the owner who decides where the business is heading and whether or not to undertake any work and where and when they will work.
3. Point out the reasons why a third of sole traders cease trading within their first year of trading? 
Answer: The first such overriding provision is found which relates purely to the first tax year. According to that section, in the first year of trading the profits charged to tax will be those that arise in the period from commencement until 5 April in the year of assessment, unless the trade began and ceased in the same tax year when applies. Unless the trade commences on 6 April in the year, this means that the amount of 
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profits chargeable are likely to be less than those for a full year or full accounting period.
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