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Q1: Short questions: 15 

i. What is meant by Exim policy? Answer: Exim policy is a set of guidelines and instructions also called foreign trade. Export and Import, also known as exim policies.

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

(a) Demand for new clothes increases during festive session. Answer: Demographic Environment
(b) Computer has outdated typewriter. Answer: Technological environment
(c) Sugar factories are being set up where sugarcane is grown abundantly. Answer: Natural Environment
(d) Availability of skilled labour in a particular region. Answer: Demographic Environment

iii. How does demographic environment of business influence the business activities? Answer: The higher the population the more business can be expected.

iv. Describe the importance of business environment for a business firm. 
Answer: In order to have a functioning business firm it is important to have an idea about the internal as well as external factors, which are influencing the business. Beside of factors such as supply and demand, stakeholders (internal or external) are person who are affecting the business need to be clearly known and understood.

v. Explain the social responsibility of business towards different groups.
Answer: The social responsibility is an ethical obligation of any company to treat all affected people fair. Everybody involved or affected by a business should benefit. All employees are supposed to be looked after well and fair-people whose environment is affected from the business should be compensated in order to compensate for lost income 

Q.2. Legal environment is one of the essential areas to concentrate on while starting or working on any business. Discuss (7) answer: when starting a business one of the initial decisions you will need to make is to decide on the legal status of your company. This will affect how you run your business and will have implications for how you pay your tax and record your accounts. 


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 answer: Adam & Eve They formed $45,000 in their business. Later the company collapsed, the creditors tried to enforced their debts from Adam & Eve itself. At the time when company collapsed and went into liquidation, Adam & Eve won their claim to be paid off in priority to other creditors.

b) Partnership answer: MR X is the sponsor where as Mr. Y contributes with his competence to make this business run.
  They’re combining their skills. They pay tax at personal tax rate that may or may not be a benefit. 

2. Describe the advantages of being a sole trader. Answer: The advantages of being sole trader don't require any kind of license, it has a low startup costs and taxed at personal tax rate.
 
3. Point out the reasons why a third of sole traders cease trading within their first year of trading? Answer: if the business is abandoned by the owner or if the owner becomes personally bankrupt.
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