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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. 
	Please insert your completed assignment ( in word format)  here:

Q. 1 : Short questions.

i.  What is meant by Exim policy ?
Each country’s ruling government emphasizes on the Export and Import policies, also known as Exim policies with the aim to increase the export of a nation and decrease relying on import products from other countries. These policies pose great impact on inflow of foreign currencies while stringent control of outflow of local fund.  Thus, benefit the nation and help its growth and economic prosperity.

ii.  Identify the types of non-economic environment in the following cases :

(a)      Demand for new clothes increases during festive session.  
    Answer : SOCIAL ENVIRONMENT

(b) Computer has outdated typewriter.  
        Answer : TECHNOLOGICAL ENVIRONMENT

(c)    Sugar factories are being set up where sugarcane is grown abundantly. 
      Answer : NATURAL ENVIRONMENT

(d) Availability of skilled labour in a particular region.  
      Answer : DEMOGRAPHIC ENVIRONMENT

iii. How does demographic environment of business influence the business activities?
This refers to the geographical size, density, distribution and growth rate of population. 
The nature of this environment factors influences the suitability of goods and services of the business.  For example, major cities with higher demand in blue collared work force would emphasize on education developments.  This leads to educational sectors being mushrooming due to greater demand in quality education services as compare to rural areas where economic developments revolve around agricultural or industrialize sectors.

iv. Describe the importance of business environment for a business firm.
Importance of Business Environment
Business Environment determines the survival and growth of a business.  This far reaching factor requires proper understanding of the local social, political, legal and economic environment.
a) Determining Opportunities and Threats: The ability to identify opportunities for and threats to the business due to environmental circumstances may prepare the business enterprises in meeting the challenges successfully.
b) Giving Direction for Growth: It enables the business to identify the areas for growth and expansion of their activities.
c) Continuous Learning:  Motivation to continuously update and upgrade staff’s knowledge, understanding and skills to meet with the demand of predicted business market. 
d) Image Building: Sensitivity in identifying environmental circumstances that influences the sustaining of corporate image.
e) Meeting Competition: Awareness and analysis of competitors’ strategies and formulating counter attack strategies.
f) Identifying Firm’s Strength and Weakness: Constant reviewing of individual business strengths and weaknesses in line with the development of technology and market scenario.

v. Explain the social responsibility of business towards different groups.
The social responsibilities encompass beyond the profit and loss of the business. The business is also accountable to the expectations from other stakeholders like the workers, the consumers, the government, and the community and public at large.
a. Responsibility towards the shareholders or owners: The shareholders and investors deemed to receive fair return on their investment.
b. Responsibility towards the Employees: A business enterprise must ensure a fair yet competitive wage and salary schemes for the workers based on the nature of work involved. The business enterprise ought to provide safe and conducive work environment for workers so that work satisfaction and high productivity level could be produced.
c. Responsibility towards the Consumers: A business enterprise must consciously supply quality goods and services to the consumers at reasonable prices. It should balance between profitability and quality of services.
d. Responsibility towards the Government: A business enterprise must at all times adhere to the guidelines of the government while the business is ongoing. It should conduct the business in a lawfully manner.
e. Responsibility towards the Community:  A business should play their corporate role by contributing towards the general welfare of the community. It should preserve and participate in corporate social responsibilities such as blood donation campaigns, health screening and programs for the underprivileged and neglected groups.

Q2.  Legal environment is one of the essential areas to concentrate on while starting or working on any business.  Discuss.
Legal environment in a country is largely determined by its unique cultural and historical background.  The legal systems dictate the dos and don’ts in every business irrespective of local or foreign investment businesses, to protect the interest of its nation.  Penal codes are imposed for violations of these statutory requirements. Some of the laws that were passed globally are:

· Companies Act, 1956
· Foreign Exchange Management Act, 1999
· Trade Marks Act, 1999
· Bureau of Indian Standards Act, 1986
· Prevention of Food Adulteration Act, 1954

All contracts and / or agreement enters into business must be worded in line with the legal laws and regulations that may be introduced and / or revised from time to time.  Effective legal systems attract foreign investment which encourages economic growth while inefficient legal systems deter foreigners from investing in any country.

It is essential to keep in mind of the governed laws of business in every country before entering into any contract that may be challenge in the domestic court if the terms of contract are breached.

Case Study
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

Limited liability company is a hybrid version of a structured organization with joint efforts of a group of corporation and / or individuals.  The distinguish feature is that the stakeholders are shield away from personal liabilities as a result of the business performance.  In some countries, the companies are required to nominate one partner to govern the business.

B) Partnership
A partnership is a formation of an entity by two or more individuals. This partnership leads a common business goal with the aim to generate profits or benefits.  The equity may vary according to the initial and eventual individual capital injection into the business as well as withdrawing of capital during the terms of partnership.  All business partners are liable for all debts and obligations resulting from the business venture.

2. Describe the advantage of being a sole trader.

a. Control of Business
A sole trader has full control of his/her business.  Being the dictator of this business, he/she accountable for the overall result of the business be it a success or failure.

b.  Capital Investment 
A sole trader may at his/her sole discretion commence the business with a minimum initial capital investment to tap the business market. This is a quick yet simplest way to start up a business. 

c. Operational flexibility
The sole decision simplified work processes.  Swift decisions give advantage to quicker adaption of any challenge in the course of the business.  For example, the sole trader may instantly offer a competitive discount to customer in order to secure a business.

d.  Rapport with Customer
A sole trader generally creates better personal rapport with customers.  He/She tends to be more sensitive in customers’ needs and able to react quickly to meet the demand.

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

A sole trader may be mentally exhausted when a major business decision making is required.  He / She shoulders heavy responsibilities as no shareholders are existed to brain storm over business strategies and thus lose out to bigger market player in deriving strategic market tools.
 
Majority of sole trader business are small in scale thus require traders to contribute long hours in the business due to limited manpower within the business entity.  In the event that the sole trader is unavailable in the business, customers would reluctant to patron the business and cause instability in business revenue.  

Sole trading constantly faces stiff competition from bigger market players whom are equipped with more advance technology environment.  It is definitely eat into the profit margins if small business traders invest heavily into the technology.

The major concern of the sole traders would be the huge personal liabilities involved if a business fails to meet profit and loss account.   The first three years of the trading performance marks the feasibility of the business whether to continue or fade out from the market.  
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