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The Business Environment 

 Unit 1 Brentwood Open Learning College Page 1 

 Assessment 1 Total marks: 30 
Q. 1: Short questions: 15 
i. What is meant by Exim policy? – These are set of guidelines or framework of Foreign Trade in matters related to the export and import of goods

ii. Identify the types of non-economic environment in the following cases: 
(a) Demand for new clothes increases during festive session.  Social Environment
(b) Computer has outdated typewriter. Technological Environment
(c) Sugar factories are being set up where sugarcane is grown abundantly. Natural Environment
(d) Availability of skilled labour in a particular region. Demographic Environment

iii. How does demographic environment of business influence the business activities? 
Certain demographic factors such as population, age, occupation, income level are used identify target markets for specific products or services. It helps to develop a business plan and address the demands of the targeted consumers.  We take for example the gender of the consumers, being majority of the population is female. In most cases, the products and services caters the needs of female consumers.
iv. Describe the importance of business environment for a business firm. 
Understanding of the social, political, legal, and economic environment helps develop a plan and strategy of a business firm. It would be able to identify opportunities, threats. It would also benefit the business by focusing the strengths and improving on their weakness. It also enables the business to address the demands of the consumers and learn to evolve their own products and services

v. Explain the social responsibility of business towards different groups. 
Social responsibility of business is the obligation of any business to protect and serve public interest. It pertains to actions that impacts the different groups involved in the business. As these groups are the vital instruments in the survival of the business, may it be owners or investors, employees, consumers, government and society or community. Social responsibility ensures that expectations of these groups are satisfied.  
For example, every business must ensure a satisfactory rate of return to its investors, provide good salary, security and proper working condition and welfare to its employees, make quality products at reasonable price to its consumers, maintain the environment properly etc.

Q.2. Legal environment is one of the essential areas to concentrate on while starting or working on any business. Discuss (7) 

Legal environment of the business defines the policies, regulations and legislation applicable to a certain country. By understanding this area, the organization would be able to identify issues, recognize potential problems as well as manage legal risks in business decision making.

As all business policies are highly influenced by government, the business should have thorough knowledge of these policies. Otherwise, failure to implement regulations will results in penalties and punishment imposed by the governing bodies. 

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 b) partnership 

A limited liability company (LLC) is a type of business in which the owners also called members have much less liability for company actions and debts than corporation. It is a simple business formation of two or more owners under an agreement. In this case, an LLC was started with William and his wife as the owner. LLC is much easier to set up than a corporation, and it provides more flexibility along with the protection.

The difference of Partnership and an LLC is that an LLC is designed to separate the business assets of the company from the personal assets of the owner. This arrangement limits partners' personal liability, so that, for example in this case, the partner fell ill, other partners' individual assets are not at risk as a result.
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2. Describe the advantages of being a sole trader 
The main advantage is owner has unlimited liability, it is easy to start up, operate and subject to fewer regulations. The owner or proprietor has full autonomy with regard to business decisions. Sole traders are personally liable for all financial aspects associated with their business.

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

· Trading loss
The business is not making enough money to keep going.
· Bankruptcy
As a sole trader, you are personally liable for all of your business debts. 
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