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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. 
	The Business Environment
___________________________________________________________________________________________________________
Assessment 1 
Q. 1: Short questions: 15
i. What is meant by Exim policy?
The Exim policy is the export and import policies.

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(b) Computer has outdated typewriter.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 labor in a particular region. 
- Demographic Environment

iii. How does demographic environment of business influence the business activities?
First of all, let’s understand what demographic environment is about. Demography is the study of human populations in terms of size, locations, gender, race, occupation, etc.  The Demography environment is of major interest because involves people, and people make up markets. Since the world is getting crowded and overpopulated and diverse leads always for opportunities and challenges.

Demographics indicate the general characteristics of the population in a specific region. These characteristics include purchasing power, type of residence, 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.

Changes in the world demographic environment have major implications for business.

iv. Describe the importance of business environment for a business firm.
Each business firm has to exist, survive and grow in relation to the various forces of the business environment. Since business firms have no control on these forces, it has to adapt itself according to these forces.

1. Enabling the identification of opportunities and getting the first mover advantage: 
Business environment provides many opportunities to the firms to improve their performance. The firms which are able to scan these opportunities at an early stage get maximum benefit and can leave their competitors behind.
For example, scientific research has come out with an energy efficient light bulb which lasts at least 20 times more than a normal bulb. General Electric and Phillips had identified this discovery and are coming up with their new bulbs.

2. Helping in the identification of threats and early warning signals or Radar effect: 
Environment understanding helps an enterprise to recognize qualitative information in advance, which can be used to prepare it for facing likely challenges.
For example, if any new multinational company is entering the Indian market, the manager of an Indian firm dealing with same product as that of the multinational company, should take it as a warning signal. He should handle this threat proactively & well ahead of the launch of MNC’s product, take measures like improving the quality of his product, heavy advertisement etc.

3. Tapping useful resources: 
Business requires many resources like raw materials, tools, equipments, finance, labor etc. for performing business activities. These resources are known as inputs. Business environment provides all these inputs to the business firms for carrying out their activities and also expects something in return.
The firms supply their output to the environment, for example goods and services to the customer, payment to investors on account of money invested by them, payment of wages to the workers and so on. Thus, we can say that business firms depend fully on the environment, for supplying inputs and for receiving their outputs.

4. Coping with the rapid changes: 
Business environment is very dynamic. One can see changes like new technologies, fragmented markets, more demanding customers, heavy global competition and so on. Thus, in order to efficiently cope with these changes, managers must understand the environment and should adopt appropriate courses of action at the right time. It helps management become more sensitive to ever changing needs of customers. As a result, they are able to respond to such changes effectively.

5. Assisting in planning and policy formulation: 
Business environment brings both threats and opportunities to a business. Hence, understanding of environment helps the management in future planning and decision making. For example, competition increases with the entry of new firms in the market.
The management has to draft new plans and policies to deal with new competitors. Environmental awareness provides intellectual stimulation to planners in their decision making. They can make changes in their plans efficiently and effectively.

6. Improvement in performance: 
Environmental awareness provides a continuing, broad based education for management. Objective qualitative information generated by such understanding provides a strong basis for strategic thinking. The enterprises that monitor their environment closely can adopt suitable business practices not only to improve their performance but also to become leaders in the industry.

7. Image building: 
Environmental understanding generates a feeling among public that business is sensitive and responsive to its environment. This helps in building the image or reputation of the firms.
The understanding of its business environment helps an organization to make realistic plans and ensure their effective implementation. It also helps the business enterprise in identification of opportunities and threats. Consequently, such an enterprise is likely to succeed in achieving its goals smoothly & consistently.

v. Explain the social responsibility of business towards different groups.

Social responsibility of business refers to the obligation of business enterprises to adopt policies and
plans of actions that are desirable in terms of the expectation, values, and interest of the society. It
ensures that the interests of different groups of the public are not adversely affected by the decisions
and policies of the business.

The social responsibility of business means various obligations or responsibilities or duties that a business-organization has towards the society within which it exists and operates from.
The social responsibility of business comprises of the following obligations:
1. A business must give a proper dividend to its shareholders or investors.
2. It must provide fair wages and salaries with good working conditions.
3. It must provide a regular supply of good quality goods and/or services to its consumers/customers at reasonable prices.
4. It must abide by all government rules and regulations, supports its business-related policies and should pay fair taxes without keeping any delays or dues.
5. It must also contribute in betterment of a local community by doing generous activities like building schools, colleges, hospitals, etc.
6. It must take immense care to see that its activities neither directly nor indirectly create a havoc on the vitality of its surrounding environment.
7. It should maintain a stringent policy to curb or control pollution in regard to contamination of air, water, land, sound and radiation leakages. Here, to do so, it must hire experienced professional individuals who are experts in their respective fields.
8. It should also offer social-welfare services to the general public.
The core objectives of social responsibility of business are as follows:
1. It is a concept that implies a business must operate (function) with a firm mindset to protect and promote the interest and welfare of society.
2. Profit (earned through any means) must not be its only highest objective else contributions made for betterment and progress of a society must also be given a prime importance.
3. It must honestly fulfill its social responsibilities in regard to the welfare of society in which it operates and whose resources & infrastructures it makes use of to earn huge profits.
4. It should never neglect (avoid) its responsibilities towards society in which it flourishes.




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

Legal environment comes under the external macro environmental factors that affect the growth of a business. The legal environments depend on the legal systems of the countries which differ from country to country. Every business must obey these laws without a choice. The domestic laws of the country and of the foreign markets and also the laws of business followed globally are the factors that come into play in the legal environment.

The legal environment of business is defined as: the attitude of the government toward business, the historical development of this attitude; current trends of public control in taxation, regulation of commerce and competition; freedom of contract, antitrust legislation and its relationship to marketing, mergers and acquisitions; and labor management relations.

The legal environment of business refers to the code of conduct that defines the legal boundaries for business activity. To understand these boundaries, it is essential to first have a basic understanding of the law and how it affects businesses and business practices. 
There are various laws that are used to ensure that the business works in the right way. These laws are put in place to regulate the way the business is done and are meant to curb unethical business activities. Therefore, there is need to look at the laws and the reason why they were passed. 
The main laws that affect the business include consumer protection law, antitrust law, environmental law and the law that protect the public interest. The laws that affect business occupations according to Alexander et al. (2011) are occupational qualifications, diversity laws, employee’s health and safety. Laws that affect the business organization are incorporation law, bankruptcy, patents law, copyrights and trademark law. All these laws affect the business in one way and the other and should be adhered to at all cost to ensure that the business function is regulated.













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

Like a corporation, a limited liability company or "LLC," is a separate and distinct legal entity. This means that an LLC can get a tax identification number, open a bank account and do business, all under its own name.
One of the primary advantages of an LLC is that its owners, called members, have "limited liability," meaning that, under most circumstances, they are not personally liable for the debts and liabilities of the LLC.

Like owners of partnerships or sole proprietorships, LLC owners report business profits or losses on their personal income tax returns; the LLC itself is not a separate taxable entity. Like owners of a corporation, however, all LLC owners are protected from personal liability for business debts and claims -- a feature known as "limited liability." This means that if the business owes money or faces a lawsuit, only the assets of the business itself are at risk. Creditors usually can't reach the personal assets of the LLC owners, such as a house or car. (Both LLC owners and corporate shareholders can lose this protection by acting illegally, unethically, or irresponsibly.)
For these reasons, many people say the LLC combines the best features of the partnership and corporate business structures.

Moreover, while setting up an LLC is more difficult than creating a partnership or sole proprietorship, running one is significantly easier than running a corporation.

 b) Partnership

The state of being a partner :  participation

A partnership is a type of business that is run by two or more individuals who have the same goals and aims for the business. A partnership is a common thing among people around the world, but when it is done for economic purposes, it becomes a business partnership.

Being a partnership, the business owners necessarily share the profits, the liabilities and the decision making. This is one of the advantages of partnership, especially where the partners have different skills and can work well together. However, it can obviously present some problems. Over the years, many partnerships have turned sour. Family and friends go into business together and end up falling out on a personal or business level and it all ends badly. This is one of the major disadvantages of partnerships over other business models, but it’s important to be able to balance the advantages and disadvantages.

I believe this could be as reported in the example given here, where after Mr. Simpson employed an assistant manager, the shop began to lose money. 
Starting losing money is probably due to different reasons: cost of the Assistant Manager, agreement and disagreements between Mr. Simpson and the Assistant Manager, etc… I mean the danger of disagreements between the partners. Obviously people are likely to have different ideas on how the business should be run, who should be doing what and what the best interests of the business are. This can lead to disagreements and disputes which might not only harm the business, but also the relationship of those involved.

2. Describe the advantages of being a sole trader

A sole trader is a company started and run by one individual, who has full control of the business and how it is run. They own all the assets of the business and any profit that it makes. 
The sole trader has also some other advantages that are summed up here below

· Full control over daily and strategic decision making.
· No staff to manage or pay.
· Far less red tape and regulations than a Limited Company.
· No annual accounts to prepare as sole traders add income and expenses to their tax return.

Here, they are in more detail:
Full Control
The advantages of being a sole trader are immense not least because the owner has full control over the business for daily operations as well as how large they wish to grow it. It's easy to set yourself up as you only need to declare to yourself you are going to be a business. You're legally required to inform the Inland Revenue you are self-employed within three months of starting a business.

No Staffing Management Required
As there are no staff on hand the owner also takes all of the profits made by the business, and all financial information is kept private. Limited companies need to file full or abbreviated accounts each year at companies’ house. You don't need to register a company at all and can trade as any name you desire so long as it doesn't infringe copyright of others. Most people operating in this manner have businesses that have "trading as" after their company name.

Less "Red Tape" and Regulations
A sole trader does not need to complete many of the forms and accounting information that limited companies need to produce. Annual accounts help prepare your annual self-assessment tax return where you declare your annual profits and tax liability.

Fast Decision Making
Decision making is also fast as it's just the owner who decides where the business is heading and whether or not to undertake any work and where and when they will work. They are generally closer to their customers and offer a more personalized approach and improved customer service as they are the person each customer has contact with.

Lower Accounting Costs
Accountants generally charge less for company accounts and advice because there is less work to undertake. You just need to complete a profit and loss account rather than a balance sheet and cash flow (although it's worth preparing these last two on a regular basis to manage your business).





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

Becoming your own boss is risky at the best of times, but the danger for sole traders is higher than for other types of business. A third of sole traders cease trading within their first year of trading.
It’s easy to see why – the cost and time pressures of establishing a business is a huge burden for just one person. Most of them are not ready to face the following challenges like:

· If you don't work, you don't get paid
Although you can book holidays or have a day off sick without anyone having to seek approval, it also means that your business is shut down when you do so.

· Liability is all yours
As a sole trader the law sees you and your business as one. This means should your business fall on hard times and find itself in debt, you as the business owner will be liable. If the business is declared bankrupt, your personal assets are on the line. This also applies if a customer sues your business. In the eyes of the law, they're suing you.

· Pressure adds up
As a sole trader responsibility for everything comes down to you. You make the decisions. The success or failure of the business rests on one person's shoulders: yours.

· You are alone
You have to do every job required from sales to web development. There's no one there to help you out when you're busy. It's down to you to stay on top of everything, which inevitably means working longer hours to make sure everything's in order.

· Family life 
It can be hard for families to realise that business owners need time and space in which to run their ventures. Maintaining the work/life boundaries when the two entities are mixed together can be a significant challenge.

· Keeping clients happy
 Whether you’re a tradie or a web developer, you will need to maintain a professional façade in order for clients to maintain their faith in you. This can be an issue if a customer calls round to your house to find you holed up in a messy spare room.

· Facing competition
This can be problematic for small businesses and, in particular, a sole trader. How can you persuade a customer to put their faith in a new business that has just one person running it?

While becoming a sole proprietor can offer numerous benefits to a business owner--you get to be your own boss and have total control of the operation--there are a variety of challenges that can serve as an impediment to business success. If you're considering starting your own business as a sole proprietor, your first job should be to study the risks and responsibilities involved to avoid this situation of ceasing trading after the first year.







Student Statement:

By submitting this assignment, I confirm that this is my own work.



	Student Signature
	Bachir Sadaoui
	Date
	03-Dec-2016




For Tutor / Assessor Use Only
	Total Marks
	

	Marks Obtained
	

	Percentage / Grade
	



















[bookmark: _GoBack]
image1.png
ﬁ
o R




