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1 i.)  What is meant by Exim policy? 



Export and Import policies are known as exim policies.It aim at increasing the export of a nation

and decreasing the import. This would benefit the nation and help its growth and economic prosperity. These foreign investment policies are made to control the level of investment of foreign countries in that nation.

 

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



 (a) Demand for new clothes increases during festive session. 

  Social Environment 

 A proper analysis of the behavior of society of a particular region or country    would help a business to bloom in that part. The knowledge and understanding of everything that makes a society, its people, the caste, religion, attitude of the people towards various aspects of the world, their values, their beliefs,and the life expectancy of the people of that region, would then help the business to create an image amongst the people that would seem favourable.





 (b) Computer has outdated typewriter. 

Technological Environment

Technological environment include the methods and techniques adopted for the production of goods and services . The varying technological environments of different countries affect the designing of products. Hence, in order to survive and grow in the market, a business has to adopt the technological changes from time to time. 



 

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

Natural Environment

The natural environment includes geographical and ecological factors that influence the business

operations. These factors include the availability of natural resources, weather and climatic

condition, location aspect, topographical factors, etc. 



 (d) Availability of skilled labour in a particular region. 

Demographic Environment

This refers to the size, density, distribution and growth rate of population. All these factors have

a direct bearing on the demand for various goods and services. For example, a country where

there is a  high rise of population indicates the easy availability of labour. These encourage the business enterprises to use labour intensive techniques of production. Moreover, availability of skill labour in certain areas motivates the firms to set uptheir units in such area. For example, the business units from America, Canada, Australia,Germany, UK, are coming to some Asian countries due to easy availability of skilled manpower.
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1 iii.) How does demographic environment of business influence the business activities? 



Demographic environment refers to the size, density, distribution and growth rate of population. All these factors have a direct bearing on the demand for various goods and services. For example, a country where

population rate is high and children constitute a large section of population, then there is more

demand for baby products. Similarly the demand of the people of cities and towns are different

than the people of rural areas. The high rise of population indicates the easy availability of

labour. These encourage the business enterprises to use labour intensive techniques of

production. Moreover, availability of skill labour in certain areas motivates the firms to set up

their units in such area. For example, the business units from America, Canada, Australia,

Germany, UK, are coming to some Asian countries due to easy availability of skilled manpower.



1 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. Proper understanding of the social, legal, and economic environment helps the business in the following ways:



a) Determining Opportunities and Threats:The relations between the business and its

environment would identify opportunities for and threats to the business. It prepares the

business enterprises for meeting the challenges successfully.

BUSINESS ADMINISTRATION

b) Giving Direction for Growth: It enables the business to identify the areas for growth

and expansion of their activities.

c) Continuous Learning: Environmental analysis makes the task of managers easier in

dealing with business challenges. The managers are motivated to continuously update their

knowledge, understanding, and skills to meet the predicted changes in realm of business.

d) Image Building: Environmental understanding helps the business organisations in

improving their image by showing their sensitivity to the environment within which they are

working.

e) Meeting Competition: It helps the firms to analyse the competitors’ strategies and

formulate their own strategies accordingly.

f) Identifying Firm’s Strength and Weakness: Business environment helps to identify

the individual strengths and weaknesses in view of the technological and global strengths and weaknesses in view of the technological and global developments.
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1  v.)  Explain the social responsibility of business towards different groups. 



The social responsibility of business towards different groups are :



a. Responsibility towards the shareholders or owners:The shareholders or owners

are those who invest their money in the business. They should be provided with a fair

return on their investment.



b. Responsibility towards the Employees: A business enterprise must ensure a fair

wage or salary to the workers based on the nature of work involved and the prevailing

rates in the market. The working conditions must be good in respect of safety, medical

facilities, canteen, housing, leave and retirement benefits. etc. They should also be

paid reasonable amount of bonus based on the business earnings. Preferably, there

should also be a provision for their participation in management.



c. Responsibility towards the Consumers: A business enterprise must supply quality

goods and services to the consumers at reasonable prices. It should avoid

adulteration, poor packaging, misleading and dishonest advertising, and ensure proper

arrangement for attending to customer complaints and grievances.



d.Responsibility towards the Government: A business enterprise must follow the guidelines of the government while setting up the business. It should conduct the business in a lawful manner; pay the taxes honestly and on time. It should not indulge in any corrupt practices or unlawful activities.



e.Responsibility towards the Community: Every business is a part of its community. So it should contribute towards the general welfare of the community. It should preserve and promote social and cultural values, generate employment opportunity, and contribute towards the progress of the society. It must take every step to protect the physical and ecological environment of the society. It should contribute to the community development programmes like public health care, sports, cultural programmes.
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2). Legal environment is one of the essential areas to concentrate on while starting or working on any business. Discuss.



Legal environment comes under the external macro environmental factors that affect the growth of

a business. The legal environments depend on the legal systems of the countries, which differ from

country to country. Every business must obey these laws without a choice. The domestic laws of the country and of the foreign markets and also the laws of business followed globally are the factors that come into play in the legal environment. 



Legal laws and regulations also form the way businesses are created in a nation. How

they would work, how they would progress, and who they would be liable to.some countries do not have strict laws when it comes to copyrighting and legal ownership and distribution of goods and services. While in some, the laws are strict.



A country whose legal system is effective and works smoothly attracts foreign investors and groups,

whereas one with glitches in the legal system, and one that is faced with corruption can turn away many investors. Starting up businesses could also be trouble, or easy for hopeful entrepreneurs, as per the registration laws of the country. And if a business offends the sentiments of the people of the nation, it might have to face charges or penalty.



The terms of the contracts that a business signs are to be followed to the letter and the same can be enforced by courts. 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. It is essential to keep in mind the above laws of business in every country, and also the laws that the country passes. A business that wishes to work on legal terms must account for every action it takes and every contract it enters. It is also important to keep an eye on the activities of the competition. If they enter into a contract with the state or another company, they must research on the benefits and the terms of the contract. Legal environment is one of the essential areas to concentrate on while starting or working on any business.
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 Case study 



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 b) partnership 





A limited liability company is a mix of a corporation and a partnership. In such a company, one

partner or member of the business is not responsible for the mess or trouble created by

another. The partners of this business type have the right to administer and manage the many

dealings of the business directly. However, limited liability companies have different rules and laws in different countries. Some countries require the companies to elect one general partner with unlimited liability. Every partner, as the term suggests, has limited liability towards the losses and gains of the company.



A partnership is a type of business that is run by two or more individuals who have the same

goals and aims for the business. A partnership is a common thing among people around the

world, but when it is done for economic purposes, it becomes a business partnership.

These can be temporary in nature between two or more organizations and even nations, who

come together to work on one goal, or they can be a permanent partnership. 
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2. Describe the advantages of being a sole trader.



Sole traders benefit from the following advantages:

· 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? 



Sole traders have following disadvantages, which may result in closing down of business.





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 have to 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.
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