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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

i.)
Exim policies controls the export and the import policies. In general countries are aiming for maximum export and minimum import, in order to benefit of its growth and economic prosperity

ii.) 
a) social environment
b) technological environment
c) natural environment
d) demographic environment

iii.)
Demographic environment refers to the size, density, distribution and growth rate of population. Therefore, it can be influenced in two ways: 
· The demand for certain products. For example, when population rate is high and children constitute a large section of the people then there will be more demand for baby products.
· Availability of labor and skilled man power. In this case business units have access to skilled man power and they can use labor intensive techniques of production

iv.)
The business environment of a business firm are external and internal factors that are highly important for its survival and affect its course and function. 
· Internal factors are responsible for the smooth functioning of an enterprise. These factors are within one´s control and can be altered as per requirement. Examples are the workers, the machinery, the money, the material and the management board of a company
· External factors cannot be controlled. The external environment is divided into two parts:
Micro environment, which is closer to the operation of a business. These factors deal with relationship between: 
a) The suppliers
b) The customers
c) The middlemen
d) The competitors
e) The Public
                 It is important to build a fine working relationship between the factors.

                 Macro environment are usually more uncontrollable. They are the social, 
                 political, legal, technological, institutional and economical aspects of any 
                 society or culture.

v.)
The responsibilities of those who manage a business are not limited to the owners only. They should take in to account the expectations of stakeholders, workers, the consumers, the government and the community.
· The Stakeholders like owners, employees and consumers have expectations:
a) Owners or shareholders would like to have a fair return of their investment.
b) Employees are expecting good working conditions. Earnings, Safety, medical coverage, retirement benefits, leisure, should be well controlled.
c) Consumers are expecting quality goods and services at reasonable prices.
· The government expects that a business enterprise follows the guidelines of the government in terms of setting up the business, conducting business in lawful manner and paying taxes honestly on time.
· The community expects that a business preserve and promotes social and cultural values, provides employment opportunities and contribute the progress of the society.  

Q2

The legal environments depend on the legal systems of a country which differ from country to country. Every business must obey these law without a choice. There are some global laws but especially the domestic rules can be more interesting and could require some time to understand. We can say that:

· it will be essential to have deeper research into the legal system of countries who have a good and effective strict legal system. Such countries offer stability and smooth functioning of legal procedures. It will cost time, starting a deeper research, but on the other hand it will offer more protection and stability for business.  

· it will not be essential to have deeper research into the legal system of countries who don´t have a strict legal system. It will make more sense to invest time in making good friends who can help you make your way around problems. Most likely there will be no strict laws for legal ownership and copyrighting. This can be a threat for a business. It can happen that some other company is copying products without being punished or a government procedure could involve corruption.     

As a summary, we can say that is more likely that a company will invest in a country with an effective legal system than in a country with a weak system.   

Q3

1)
Limited liability company is a mix of a corporation and a partnership. In such a company, one partner or member of the business cannot be responsible for the mess or trouble created by another. If Mr. Simpson from the case study would have chosen a Limited liability company as type of business and their ownership, he would not face responsibility for the mess and trouble created by his employed assistant manager.

Partnership is a type of business that is run by two or more individuals who have the same goals and aims for the business. The partners divide the profits of the business among their selves. In general, all partners of partnership have unlimited liability. If Mr. Simpson from the case study would have chosen a partnership as a type of business and their ownership, he would face full responsibility for the mess and trouble created by his employed assistant manager.

2)
A sole trader is a business owned by one person. Advantages are:
· Easy to setup: contrary to other types of business, it will involve less time and paperwork to set up as a sole trader.
· Profit retention: the owner doesn´t need to share profit with someone else.
· Controlling: owners have full control of their business without interference of others.
· Decision making: even though the owner of sole trader company may have men working below him, the sole trader can decide himself. 
· Private data: the information of sole trader is kept private. Contrary to the information of limited companies is made public after registration.

3) Main reasons why a third of sole cease trading within their first years of trading:
· Lack of knowledge how to run a business. Becoming self employed needs more aspects than just having a good product. It also involves marketing, management, accounting... which can be very challenging for some new sole traders.
· Relaying on a small amount of costumers. Some start up and relay with their product on just a small amount of costumers, this can be very dangerous at the beginning, especially when the product is not well settled on the market.  
· [bookmark: _GoBack]Cash flow problems: huge investments at the beginning and marginal earnings can be a problem for beginning sole traders who need to pay bills.
· Tax bills: taxes are not low and having no or wrong information about the tax system can develop big issues with tax bills.  
· Lack of insurance: sufficient business insurance is vital for the stability of any business. Examples are employer’s liability insurance and public liability insurance. Some beginning sole traders haven´t insured themselves or the company against prevailing issues. 
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