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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 stands for export-import  policy related thereto aim to increase the export and decrease the import. It would benefit the nation and help its growth and economic prosperty. 

ii- 
(a) Social Environment. 
(b) Technological Environment. 
(c) Natural Environment. 
(d) Demographic Environment. 

iii- 

When a business looks at the demographic environment, it looks at the people that will likely buy the product (size, density, distribution, growth rate of a population) and the manpower (cost of the manpower and how skilled in the manpower for the product of the business).  
Hence, it has a direct effect of on the demand of the product and on the establishment of the business in a certain territory due to skilled and affordable manpower. 

iv- The business environment has a direct impact on the survival and growth of a business. It :
(i) Determines the opportunities and threats that a business can face and help such business to meet the challenges. 
(ii) helps the business to identify and focus on the areas of growth. 
(iii) Encourages the manager to learn more about the constant evolution of the surrounding in order to be more efficient. 
(iv) Helps improving the image of the business by showing that they are sensitive to the environment. 
(v) Helps analyzes competition in a given area in order to formulate their strategies accordingly. 
(vi) Identify the firm’s strengths and weaknesses in view of the global developments. 

v- The responsibility of the managers take into many actors that intervenes in the shaping and the growth of the business: 
· The shareholders and owners should be provided with a fair and studied return on their investment. 
· The employees should have sound working conditions (housing, medical facilities, safety, retirement benefits). Their salaries and performance bonus should as well be well studied. 
· The consumers should receive the goods and services at reasonable prices. They should not be mislead with dishonest advertising. They should have access to costumers services. 
· The government imposes that the business is conducted in lawful manner according to laws and regulations (payment of taxes, establishment according to the law etc.
· The  business should collaborate in the progress of the society and to the general welfare of the community. It should contribute to the developments programmes like public health care, sports cultural, etc.  


Q.2: 

Given that the legal environment is a macro environmental factor, it is hard to control and should be assessed before establishing a business in a given country. 

An understanding of the legal environment of business is essential to functioning well within the accounting, tax, establishing and trade of the business. It can help avoid liability or at least minimize risk. 

In business, it is not enough to comport yourself and your business ethically. You must also ensure that you understand the legal environment in which you are working.

It differs from a country to another and some countries follow the Anglo-Saxon system which is a system that follows court precedents and rely more on the written detailed agreements and the civil-code systems that have detailed laws and the contracts therein tend to be less detailed that the first system. 

Another thing to take into consideration is how easy it is to establish a business in a country (laws in favor of investments or not, incentives to create business, what kind of businesses are encouraged, etc.).  

Also, one should check the tax laws in a given country (will the production cost a lot in terms of tax and fees to be paid to the government? Is it worth opening a business in said country?).
 
Every business should obey some laws in order to operate and an accurate understanding as well as a study of the interpretation of the application of the law should be foreseen before establishing a business. These laws can affect all the production to process and go far beyond to reach the selling, marketing and consumer protection. 

In some countries, some of the businesses are not protected in the sense that the copyright law does not exist or false advertising is not sanctioned and this should be assessed beforehand. 
Two other issues should be assessed, namely the competition law and the change of law in the country. The first one will give an idea on how far can a business go with his ambitions and whether he is restrained by the state in doing so. The second one should be monitored by the compliance unit of the firm during its business in order to see whether the laws would affect the operations (restriction on foreign ownership, on export, on import, minimum salaries changed, etc.).

In a nutshell, the legal environment is crucial for any business as it dictates the way any business should operates in any given country. It affects the clauses of the contracts a business might enter into as well as the life of a business in any given territory. 


CASE STUDY:  

1. 

a) Meaning of Limited Liability Company. From a legal perspective, a limited liability company is a private company whose owners are legally responsible for its debts only to the extent of the amount of capital they invested. In the case study, most likely the supermarket that William Simpson used to work in is a limited liability company.

b) Partnership: a partnership is an association of two or more people as partners. We can say that Mr. William and his wife are partners. 
From a business perspective, a partnership is for the accomplishment of a business project with the same goal. It could have been the news agency if Mr. William did not register as a sole trader. However one should check how his wife helped him. If she was helping him not only morally but rather in the entire process then it would have been a true partnership. 

2. Advantages of being a sole trader:

They maintain full control of their business. Running it how they please without the interference of others.

They retain all the profits of their business and do not share it like in a corporation with others. 
Information about them is kept private, unlike that of limited companies which is necessarily made public after registration with Companies House.
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.
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. 

Usually sole traders are not considered as a separate entity. Therefore, they are subject to unlimited liability. Hence, if the business goes bad (as it is the case in the news agency opened by Mr. Simpson), the owner will be liable. He can risk the assets he owns (real estates, homes, personal savings etc.). 
[bookmark: _GoBack]Also, it is difficult to raise money to expand and the owner does not rely usually on others as he is the sole owner and he, only should decide on everything.  In our case, the business started to go down when the wife of the owner got sick and could not help him anymore. This made him work more and even have an additional cost by hiring someone to help him. 
They also have to charge higher prices than the corporations because they do not benefit from the economy of scale. This is possibly what led Mr. Simpson to start losing money as it was not advantageous for him to work under these circumstances. He could not even afford hiring an assistant manager. 

That being said, one should take all measures in order not to risk opening a business as a sole trader and then start losing money if all risks have not been assessed beforehand. 
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