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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. 
	1. Short questions:                                                                                                                                  (15)
i. What is meant by Exim policy
EXIM Policy is the Export-Import policies regulating international commerce in India.
The policy was implemented to promote the productivity competitiveness of Indian Industry and also to encourage the attainment of high and internationally accepted standards of quality.

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b) Computer has outdated typewriter- Technological Environment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 being 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? 
Demographics indicate the general characteristics of the population in a specific region. These characteristics include purchasing power, type of residence, and means of transportation, family status and educational level. Analyzing these traits allows entrepreneurs to, for example, verify if business is viable in the region and determine the prices for products and services that encourage consumer spending. This analysis also helps businesspeople develop advertising messages and marketing plans that appeal to their target markets, thus leading to effective campaigns for lead generation. (Ref: https://www.reference.com/business-finance/export-items-u-s-u-k-1fd0d45f0af7584c?qo=contentSimilarQuestions)

iv. Describe the importance of business environment for a business firm.
Importance of Business Environment
The environment that the business is in is vital to the survival and growth of the business. By understanding the legal, political, social and economic environment can help the business in the following:
· It helps the business in improving their image by showing sensitivity to the environment within which they are operating in.
· The interaction with the environment leads to opening up new opportunities for growth and expansion of the business activities.
· By adhering to the environment the organization can identify threats to the business and fix it well in time.
· Business environment helps the organization to identify individual strength and weakness.

v. Explain the social responsibility of business towards different groups.     
· Responsibility towards community: A business it’s a part and parcel of the environment that is operating in. it is the responsibility of the business to contribute to the community by sponsoring the kids on that community, and it can also do that by contributing to the sporting clubs within the community. It can also build houses for those who are poverty stricken.

· Responsibility towards shareholders: shareholders are the people who have invested their money in that certain business.  They should be provided with correct information about company to give them true and fair position of the company to enable them to decide about further investments. They should be provided with a fair return on their investment.


· Responsibility towards employees: it is the responsibility of the organization to ensure that a fair salary and wages is paid to the employees. Benefits like medical aid contribution, pension and bonuses should be availed. The working environment has to be work friendly in terms of safety. 

· Responsibility towards the government:  An organisation should comply with all legal requirements, execute government contracts, pay taxes honestly and in time, make services of executives available for government, suggest measures and send proposals to enact new laws for the business.
· 
2. Legal environment is one of the essential areas to concentrate on while starting or working on any business. Discuss                                                                                                                    (7)
Legal environment of a business is governed by the country and international laws. It’s all about what can be manufactured or not and what cannot be sold, consumer protection law, employee protection law, financial laws and rules and regulations regarding business ethics.

Consumer Protection
This law it ensures that customers are being treated fairly by businesses, it also ensures that goods sold to customers meet some certain standards and are of quality. It also ensures that the life of the consumers is not in danger regarding the product sold to them.

Employee Protection
This is the law that protect employees from being unfair dismissed or discriminated based on race, color of their skin, religion, age and gender.

Production and Sales laws
This kind of law it’s all about prohibiting the sale and production of certain goods. These goods may include guns, dangerous chemicals, dangerous drugs and explosives.
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 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) A limited liability company: This is a type of company that offers a limited liability to its shareholders. The shares of a private limited company do not trade on the stock exchange.

b) Partnership: this kind of business is similar to sole trader business; it is only that it is owned by two or more people. It is usually formed by people with similar business idea, to share initial capital or because they possess complimentary skills.

2) Describe the advantages of being a sole trader
Advantages of a sole trader
A sole trader business It is cheap and easy to start, and all the net profit made is for the owner he does not share it. Information regarding the business is kept private unlike limited companies which must register with Company House (in the UK), and also it is easier to offer a more specialized and personalized service. The owner makes all the decisions relating to the business, this also makes the process of decision making quicker enabling the business to quickly respond to changes in customer demands and also the owner controls and carries out the work of the business so they may run it how they see fit.

3) Point out the reasons why a third of a sole trader ceases trading within their first year of trading.
I think a third of a sole traders ceases trading because of the following:
· Cash flow management: this is the biggest reason why a third of sole traders cease trading. Many of sole traders find that they are insolvent because of uneven cash flow.
· Tax bills: inability to pat tax bills is another major problem, Revenue and Customs will chase businesses that repeatedly fail to settle their tax bills and they will eventually petition for insolvency.
· Reliance on small number of customers: most of sole traders rely on a small number of clients, this means that if two or three customers stop using your services this will impact a lot to the business.
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