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Short Questions:
Question Number (i)
What is meant by Exim policy?
Answer 1 
i. The Exim Policy is type of a foreign trade policy that highlights the instructions and regulations related to the import and exports of goods in India. These particular instructions and guidelines are established by the Directorate General of Foreign Trade. These regulations were made specifically in order to deal with the goods and services that flow in and out of the country. This is necessary in order to keep a check and balance between the money and goods flowing in and out of the country. 
Question Number (ii)

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(b) Computer has outdated typewriter.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

Question Number (iii)
 
How does demographic environment of business influence the business activities? 

Answer Number (iii)

iii. The demographic environment is extremely important for the business environment because it consists of factors like the age and sex of the population, the growth rate of the population in that particular area, urban and rural distribution of the people as well the educational, race, and religious factors as well.  This means that it highlights the number of people living in the area which could in turn be used to examine or calculate the business activity taking place in that particular region based on the number of people and their families residing there. Perhaps language is also a very significant factor when it comes to a business environment. The size and type of population has an impact on the demand of different kinds of goods that are sold in the market. The population affects the labor force, which in turn affects the labor supply and the business decisions made that are based on it. Labor is an essential part of the business environment without which it would practically impossible for businesses to operate therefore they need to be accounted for accordingly. The technological factors also depend on the wage rates the labor supply of a business, however in some cases; religion and language make the process of gathering labor to be very difficult for the business. 


Question Number (iv)
Describe the importance of business environment for a business firm.

Answer Number (iv)
iv. The business environment plays an essential role of strengthening a business because of its close relationship with the business itself. The environment surrounding a business is inclusive of every determinant that needs to be looked at in order to assure the smooth functioning as well as running of the business because the business environment can have a crucial impact on the survival and growth of the business. Many businesses grow as well as flourish or even experience losses because of mishandled or mismanaged business environments. Other than this it is significant because it allows one to highlight the threats and opportunities for the business and paves the way for growth in terms of opportunities and challenges. The producers can, with the help of the business environment predict or anticipate losses and gains and operate on those grounds accordingly. The analysis of the environment proves as a learning basis for those who are running the business because they achieve the understanding of how different social, cultural, technological, and economic factors can influence their business. In addition to those advantages, the analysis of the business environment makes room for more improvement in the overall business and is likely to ameliorate the levels or productivity as well.




Question Number (v)
Explain the social responsibility of business towards different groups.

Answer Number (v)
 
v. Every business has a role to play in the society that it grows in, and that role is considered to be the social responsibility of a business. They are supposed to return the gains they are receiving from the society in order to make the business operation a successful one. The social responsibility of a business is to balance their profit oriented activities with tasks that can actually benefit the society around them. This is also known as the corporate social responsibility of the business wherein they have to give back to the community they are operating in. However, the responsibilities are not just towards the society in general but also towards stakeholders that are affiliate with the business like shareholders who should be provided with sufficient returns on their investments or capital. This is often done through dividends but other that the businesses are also accountable to these shareholders regarding the financial status of the business and other related information based on the number of shares purchased by them. Governments too are stakeholders in any business being operated in the country as they are involved in legalizing those businesses and are also likely to regulate them accordingly to the rules of the country therefore they should also be kept in the loop by the business as it is also one of their responsibility.  Other than this, the responsibility towards governments is to make sure that the firm operates in a lawful manner and does not involve itself in any corruption or illegal activities. Businesses also are supposed to cater to the consumers because they are responsible for providing a maintained standard of quality in their goods and services. This means that the quality of the goods and services should be up to the mark against the price that is being paid by the consumer for it. Returning damaged goods or warranties of valuable commodities are all included in the responsibility of the business towards the consumers. 
Q.2. Legal environment is one of the essential areas to concentrate on while starting or working on any business. Discuss
Answer 2 
Complying with the legal environment is perhaps the most important responsibility of any business, because they are expected to obey the rules and regulations without any exceptions. In fact, when a business is initiated it is authorized on the grounds that it will legally oblige to the rules and regulations being implemented by the government and other regulatory bodies. Written contracts are often made in order to certify that the business will abide by the law; this shows the importance of following the legal system. Factors such as foreign market and domestic laws are also an important part of the legal environment. Following the legal laws outlined are very important because it can affect everything from the contents of the product to the production processes of how it is manufactured or made. Strict laws in the business environment protect intellectual property, legal ownership, and the distribution of goods and services. Lack of strict laws for the business can cause many kinds of idea theft situations. Registration as per the legal environment of the business ensures that there are no fake or fraud business setups, so that the consumers and suppliers are protected from financial harm. The laws that a country passes for the businesses within it makes sure that the business is accountable for every action it takes. This also keeps the competition between businesses under proper scrutiny. Without the existence of laws and regulations the businesses would often exploit the consumers and the resources being used for the production processes. Therefore it is necessary not only to keep a check on these businesses but also in order to avoid a tumult or chaos in terms of content being copied, theft or fraud.
In fact, it can also be said that any country which has stringent laws and regulations is likely to be more effective and attracting as well for foreign direct investment. Many potential investors are likely to look at the legal system of a region before making an investment. Therefore, the influx of money in an economy in the form of investment is directly related to the legal system of the country which further highlights its importance. On the other hand, some countries have very strict laws in favor of domestic industries and against foreign companies, this also make it impossible for foreign companies to start up there. Therefore it can be said that too many laws might also be unappealing for investors.  
[bookmark: _GoBack]Another important aspect of maintaining and introducing the legal system in businesses is to make sure that the level of competition in the market is moderate. Laws disable the formation of monopolies or oligopolies that in turn dominate the market and exploit the consumers. Healthy competition is often preferred by economies however, lack of competition or intense competition is not desirable therefore, in order to tackle problems related to the latter, the presence of a legal system is essential. 
Law is also cardinal so that businesses recognize that if they fail to fulfill their commitments towards their stakeholders they will be penalized or punished for it too. Once a business is operating, it is binding for them to therefore work in accordance with the law in order to avoid any losses, forced seizures or penalty.  
Case Study

Using examples from the case study or from your own knowledge, explain the meaning of;
a) Limited liability company b) Partnership
Answer
1. A) A limited liability company is a type of business that includes the features of both a sole trader/partnership and a corporation. This sort of a company is suitable for a single owner such as William Simpson who has opened up his own shop with the help of his wife because the investment that two people can pool in would not be substantial therefore it can be said that it is similar to that of a sole proprietor. However, since more than one individual is involved in the management of the business it can be called a partnership. The merger of these two types of businesses is known as a limited liability company which William Simpson tends to have. 
B) A partnership is type of business structure where people are known as partners and they have mutual interests in the business as well as the future of the business. William Simpson and his wife could be partners in the business if they both had separate legal investments in it. They would also receive returns based on the amount that was invested by the former and the latter. In case of the liability to the situation would be based on the amount of investment made by each individual. 


 
Describe the advantages of being a sole trader 

Answer
2. As a sole trader William Simpson has the full control over his business without any interference from anyone else. The decisions being made regarding the businesses are solely his and the chances of conflicts are minimal or non-existent. Just like that he gains 100% profit from the business as will not have to share it because the investment was made by solely him; therefore the returns will also be enjoyed by only him. The information about his business and accounts remain absolutely private and discrete. Since it is a small business, William can provide more specialist services and attention to it which can be appealing to the customers. The employees can also be personally dealt with and handled better because it is a small firm. Management related issues can be tackled or dealt with easily. In addition, another prominent advantage of a sole trader is that he or she is entitled to lesser legal work as the company often tends to be small. Taxation too is minimal on a sole proprietor as compared the public and private limited companies. 




Point out the reasons why a third of sole traders cease trading within their first year of trading?
Answer
3. More than one third of new startup sole traders cease to exist by the end of their first year because the entry in the market is easy since there are not many legal formalities however they are likely to face a tough time while surviving because as a sole trader as they are subject to unlimited liability. The business and the owner are one single entity which means that any losses for the business would mean a personal loss for the owner because the account of the business is not separate from the owner. Sole-traders face a lot of difficulty in raising funds for their businesses as many banks are hesitant in going through with the loans. Each and every decision is made by the sole trader as they do not have help from others.




