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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 Policy is another term for “Export and Import Policy” which is listed under Economic Business Environment. The Exim policy targets the increase of the exports of a certain country and the decrease of its imports as this practice will benefit the country, enhance its growth rates and lead to economic prosperity. For example, India was one of the countries which applied Exim policy on its foreign trade and this facilitated the procedures of exports and limited the demand on imports.  
ii.  
a) Demand for new clothes during festive season falls under “Social Environment.” As every society owns and values its own culture that celebrates various occasions. For example, many stores in the Gulf region will sell special decorations, candles and colorful lights during Diwali (festival of light), since many Hindu – Indians who celebrate this festival are living and working there. Another example, would be during Christmas season, many hotels and restaurants would add Turkey to their menu to attract more guests to come and celebrate at their venues.

b) A computer with an outdated typewriter comes under “Technological Environment.” Any successful business strives to cope with the fast-paced technological updates and changes to increase its production and improve the quality of the products. For example, few years ago the internet availability in hotel rooms was optional and an extra charge has to be paid and cables were the only way to be connected to the web, however, nowadays it is no longer a luxury, but a necessity and a hotel with free high-speed wireless internet connection covering all its public areas and rooms is likely to attract more guests and achieve higher revenue. 
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c) Sugar factories example lies under “Natural Environment,” as geographical and ecological factors affect the operation of business. It is always better to have the manufacturing unit established in close proximity to the source of its material. As in dairy products, it is preferred to have the factories or fridges within the place where they extract the milk.

d) The availability of skilled labour in a particular region comes under “Demographic Environment;” which refers to the size, density and growth rate of the population. For example, most of the outsourcing call centres for American and European companies moved their contact and service centers to India and Egypt due to the availability of skilled labor at very reasonable and affordable cost. 

iii. The demographic environment of business includes the size, density, distribution and growth rate of a specific population. All the previous factors reflect the demand of certain services and products. For example, in some parts of Japan where the birthrate is very low as young couples refuse to have kids, the demand for babies’ diapers decreases and on the contrary, many stores will sell diapers for elder people more often.  

iv. Any Business environment covers all those external and internal factors that are essential for the prosperity of any business and are reflected on its operation and function. A close and continuous interaction between the business and its environment helps to enhance the business firm and to make use of its resources more effectively. Since the business environment is multifaceted and dynamic with a direct impact on the development of the business, a proper understanding of it helps the business to: identify the opportunities and get ready to seize them and to avoid any threats that might arise, highlight the growth and expansion areas, help in building the image of the business firm, assess the competition and help to formulate new strategies and techniques and to identify the firm’s points of strength to promote them and the weaknesses to improve them.  

v. Every business is an integral part of its society and the social responsibility of any business towards its society means the obligation expressed by business to adopt the policies, regulations and recommendations that are dictated by the expectations, values, culture and interest of the society. Any business holds responsibility towards several groups, as follow:
A. Responsibility towards Owners or Shareholders of the business, since they invested their capital in the business, they should be provided with a fair return on their investment. For instance, confiscation procedures should be limited to certain cases.
B. Responsibility towards workers, as they are the backbone of any business, so the business has to ensure a fair salary scale that is determined by the nature of work, working hours and the market rates; The business has to provide insurance against work risks, and various other benefits and bonuses to its labour force.
C. Responsibility towards customers: as they are the aim of the business, so they should be provided with quality goods and services at affordable prices. Any business has to refrain from adulteration, using poor quality materials and misleading its customers by fake and dishonest advertisement. Moreover, the responsibility towards customers dictates proper arrangement to answer all their queries, attend to their complaints and do the satisfactory compensation when required. 
D. Responsibility towards government, by following its rules and regulations through conducting business in a lawful manner, pay the taxes honestly and on time, avoid unlawful activities and bribery.
E. Responsibility towards the community by contributing to the prosperity of this community, preserve and respect its social and cultural values, generate employment opportunities to the members of this community and act towards its development and progress.
 Q.2:
Legal environment falls under the external macro environmental factors affecting the growth of any business and relies on several legal systems applied in different countries. For any business to ensure smooth operation, it should obey and apply all instructions, laws and decrees of the legal environment it operates in. The legal environment in a certain country may be affected by the ruling party or the government of that country as they will set the rules for the business. So, it is worthy prior to starting a business to study the legal system as well as the political one of such country. Even though the legal regulations might differ from one country to another, there are some global laws that are widely applicable; for instance, The Companies Act, The Factories Act, Consumer Protection Act…etc.  
Legal laws also define the creation of any business, its operation, progress and liabilities. For example, in some of the developing countries laws related to copyrights and trademarks are violated, however, in other European countries they are strictly applied and any violation may result in huge fine and people might be sent to jail.
Therefore, a country that possesses a strict and effective legal system, will attract foreign investment easily, on the contrary any country with weak and corrupted legal system will turn away many investors as well as local business.
To sum it up, for any business to succeed and flourish it has to prepare an extensive study on the legal environment for the country it wishes to start its business in, and to respect this legal environment and to all its regulations and provisions. Moreover, the business must account for any contract it signs and also to stay updated on the new laws and regulations that are coming out. For example, in the United Arab Emirates, a new law about Bankruptcy is coming out on 29th December, 2016, so the foreign banks and companies which are considering the country are currently assessing the impact of this law on their operation.

Case Study

1.  
A. A limited liability company (LLC) is a mix of a corporation and a partnership where each partner has limited liability towards the losses and profits of the company, in a way that a business partner is not hold responsible for the troubles created by another, and partners in LLC have the right to manage many business transactions directly. Some countries set rules for the establishment and operation of limited liability companies. Based on the example given in the case study, if William Simpson will establish LLC with him and his assistant manager as partners, the losses incurred will be borne by both of them, and the profits as well will be distributed on both of them. 
B. A partnership is a business that is run by two or more partners who share the same goals for the business. Partnerships can be temporary for a limited time or permanent and can include two or more organisations, companies or even nations. Based on the example given in the case study William can search for a partner to his shop and they would discuss and agree on the common goals for the operation of business and the percentage they will share in the profit and this partnership can be temporary till his wife gets well, then he can end the partnership and return as the sole trader of business.

2. The advantages of being a sole trader lie in being completely responsible for the liabilities of the business and its achievements, the sole trader is the owner of every aspect of the business and has the sole right to the profits, and he has the upper hand which means that he does not require the approval of other partners before taking any decision that will affect the business and its operation, all the profits and credit go to him solely. The owner may have his/her name printed on the products, cards or buildings that he/she owns. The sole trader can decide to change the scope and nature of business, the methods of advertising or the goals of business without seeking the consent of other partners or shareholders.
3. A third of sole traders cease trading early within their first year due to the complete responsibility of the liabilities and achievements that fall on their shoulders, as highlighted in the case study, William Simpson’s business started to lose money when he left work to take care of his wife and hired an assistant manager who might not share the same goals or might not have the driving force same as William since this is not his own business. So, the reason why many sole traders will stop trading in their early business steps is due to the high challenges they face to establish their business solely, and conquer all the hardships and losses they will encounter alone.
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