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Assessment 1
Q, 1: Short questions
i. what is meant by Exim Policy?
Export and import policies are known as Exim policies their aim is to increase exports from that country or nation and lower the imports to the same country or nation. This would be beneficial to the country or nation and increase its growth and economic wellbeing. 
New technologies that are being developed around the world are important for economic growth. Countries are striving to produce equipment that will reduce the cost of production and produce products faster.
It is important to use the latest developments in production as not doing so could lead to high costs of the product being passed on to the customer. This would lead to loss of sales in marketing to a cheaper competitor.
It is important to stay up to date with trends in society of certain environments. You would need to stay ahead of trends or times to keep demand going. If the product is out of date it will not do well in the market and sales would fall.

ii. Identify the types of non-economic environment in the following cases:
a) Demand for new clothes increases during festive seasons.
b) Computers have out of date typewriters.
c) Sugar factories are being set up where sugarcane is growing abundantly.
d) Availability of skilled labour in a particular region.

a) It is important to stay up to date with new trends and fashions as the increase is only due to festive season. Because people are better educated, they understand that quality matters, so trends need to be up to date and reasonably priced. Dress and living styles change according to different social structures and cultures so up to date fact finding on changes must be done to ensure future growth.
b) If a company is selling computers with out of date typewriters that company’s sales will fall, and customers will leave and find other suppliers that are selling up to date equipment. The varying technological environment of that country can affect the design of that product. Technology changes very fast so you would have to keep up to date with new ideas. Scientific research for improvement and innovation of products and services is a constant activity for big industrial organisations. The success of any business falls mainly on the satisfaction of its customers. By studying your competitors and updating new technologies a company can keep the loyalty of existing customers and attract new ones which would move the business forward. 
c) If sugar factories are set up where sugar cane grows abundantly then that natural environment would have to be considered. There could be limitations on staff who live locally so staff could have to be transported to the site daily. Government policies that are set in place to keep an ecological balance which would conserve natural resources would put additional responsibilities on the business sector. 
d) Availability of skilled labour in a region will encourage businesses to set up in that area. It is a fact that businesses from USA, UK, Australia, Canada and Germany use skilled labour in Asian countries because of the ease of availability of skilled manpower. Some of the bigger companies put money into educating and training unskilled labourers so that as technology grows the workforce stay up to date with new trends and products.
iii. How does the demographic environment of business influence the business activity?
This refers to the size, density, distribution and growth rate of a population as all these factors have a bearing on the demand for various goods and services. It would influence what products and services would be needed in that country depending on the age of most of the population. High birth rates would need baby and children’s products so you would not build a business were most of the population were pensioners. What sell in built up cities and towns would not sell so well in rural areas. 
· The population sizes
· Growth rate of population
· Age composition of population
· Family size
· Economic stratification of the population
· Education levels
· Language
· Caste
· Religion
· Race
· Age
· Income
· Educational attainment
· Asset ownership
· Home ownership
· Employment status and location
All these factors would be used when formulating and implementing the setting up of business strategies for controlling and accomplishing the objectives of the organisation.
iv. Describe the importance of business environment for a business firm
There are different conditions that need to be understood for a business to develop in any environment. If in production or for purchase of sales or goods and service, you must keep in mind the environment you are working and adapt the business, so it works in that environment. You can define the business environment as external and internal factors that are important for its survival and they effect its course and function.       
INTERNAL ASPECTS are the things responsible for the smooth functioning of the business. The workers responsible for production, the equipment, the money and materials, the management. These are factors that are at the companies control and can be changed as and when required.
EXTERNAL ASPECTS are conditions that cannot be controlled by the company and are split into two parts, Micro and Macro
Microenvironments are closer to the business and a good relationship must be built with these factors. The quality, cost of production and success of the business depends on the relationships you build with these factors.
a. The suppliers; who deliver goods required for production. It would be best to have more than one so there is no threat to production.
b. The customers; these are buyers such as the wholesalers and retailers and go up to the Government. If these customers are happy then a continuation of business will allow the growth of the company.
c. The middlemen; who are the link between consumers and the business.
d. Competitors; should always be studied in any business in any market. Keeping ahead of competitors and up to date with products will win new customers and keep the loyalty of existing ones.
e. The public; which includes local media as well as the public and the target of the business as they may or may not use your product.
Macro environment are more uncontrollable than a microenvironment so when a business can adapt and survive in a macro environment then the company will reap the rewards of its success. You would have to understand the factors involved to navigate your business through any sudden changes.  These could pose a threat but if managed well could lead to successfully moving forward.
Some of the factors that are not in your control could be new Government rules or laws that require a change in materials, discontinuation of a product, a change in standards required, a change in customer needs or a competitor introducing a similar product. 
The factors that are beyond your control are, ECONOMICAL, SOCIAL, POLITICAL, CULTURAL, LEGAL, TECHNOLOGICAL, NATIONAL, INTERNATIONAL. 
Economic factors are concerns with conditions and laws of a certain country. Non-economical factors are to do with developments in technology, changes in nature or natural calamities. Imports and export laws of other countries and their foreign policies, the ideals of the ruling parties, the beliefs and customs of its people in that nation are also considered as economical factors. An eye must be kept on developments in these countries to avoid damage to a business as events can be unpredictable. The social aspect of each county must be watched as tastes in one country will differ to the requirements and expectations of another. 
There must be a careful study of the needs and the running of the people of that country or society. The current competition and work practises for supplies, middlemen, and the agencies that are needed for the business all must be considered. When a successful assessment of working in that society or environment the business will know what opportunities are available for growth and expansion. When the business understands the culture of that country, they can set an image and attract prospective customers. 
A business can present itself in an attractive way after it has done all its research and analysis, with good marketing a business can start to win over customers from competitors. It is always best to note positive and negative aspects of the business as you will know what to avoid and what to work on to attract more customers and achieve growth in the market and the company. 
v. Explain the social responsibilities of business towards different groups. 
 The Social responsibilities of a business towards different groups will change from one country, religion, culture to another. An item, product or service that does well in one place may not do well in other parts of the country. An analysis and understanding of what make up that society, its people, the caste, religion, attitude, of the people towards various aspects of the world. Their values, beliefs and life expectancy of the people of that region would allow that business to create an image that would seem favourable to the people of that region and create a growth in sales. The locals would invest in the business, buy the products, and support the business. 
If a society were mainly vegetarian and a firm such as McDonalds or KFC opened a new store, they would have done their analysis before hand and would have added vegetarian options to the menus. The same could be said about that countries cultures that celebrate various festivals. Because the company comes from a foreign country, they would make a good impression and boost sale if they celebrate with the country, they are in. By putting on special products that would celebrate the festival or placing discounts the company could increase sales at these times and look forward to other festivals. The company would stay close to the customers and avoid any careless operation that could hurt the sentiment of that society.
It would be wise to delve into the mindset and thinking of the country or society you are working with, even though certain aspects are not written law or even considered legal. You must always think of the people and find ways to work around restrictions of certain practices. 
If a country where nature was God a company that came in and damaged woodland and spewed smoke and waste all over would not be there long. Considerations must be taken into account when dealing with these countries and the environment should always be an important factor. We should all work to improving the environment and protecting the world for future generations. Pressure groups would become involved if the company where dumping trash, waste materials, animal by products or certain meats in an area were religion or cultural societies would be offended. The company that had not done its research and analysis of the culture of that country would not be trading long and would do damage that could follow that company on to further ventures. The government, or management of the region or country could impose taxes, penalties or laws on such companies. Whereas the company had done its research and worked with the region or country it could reap the rewards. Individual parts of society must be researched thoroughly and the way they function understood so further growth can be achieved. 
If a society where parents keep an eye on spending and children are not allowed certain products till a certain age because they stay as a family longer. These products would be seen as unnecessary and an overindulgence. Where this way of thinking is popular the needs of the family must be analysed and that used to sell family products to boost sales and help the company grow. 
Because people are better educated and are living longer today the influence of parents and grandparents on what a family buys can make a difference on what product does well. Generations of people in society influence their outlook towards certain products that will increase sales of that product. 
Religion is a big influence on people’s choices, if a certain product or material is prohibited or banned or certain foods or drink can not be consumed then that would harm sales and get peoples backs up. If this was the case then that material, product, food or drink would be banned by law and opposed by the people. Because the laws and people condemn these products, materials, food and drink in that region, area or country the company should have done research and analysis of that region, area or country before wasting time and money putting a company there in the first place. 
 



Q, 2: Legal environment is one of the essential areas to concentrate on while starting or working on any business. Discuss
Legal environment is an external Macro environment that effects the growth of any business. These environments depend on the legal systems in that country and no two countries are the same, but these laws must be followed for a business to set up and trade in that country. The domestic laws of the country and of the foreign market and the laws of business that are followed globally are the parts of the legal environment. 
The laws that were passed globally are:
· Companies Act, 1956
· Foreign Exchange Management Act, 1999
· The Factories Act, 1948
· Industrial Disputes Act, 1972
· Payment of Gratitude Act, 1972
· Industries (development & Regulation) Act, 1951
· Prevention of Food Adulteration Act, 1954
· Essential Commodities Act, 2002
· The Standards of Weights and Measures Act, 1956
· Monopolies and Restrictive Trade Practices Act, 1969
· Trade Marks Act, 1999
· Bureau of Indian Standards Act, 1986
· Consumer Protection Act, 1986
· Environment Protection Act 
· Competition Act, 2002
Apart from these laws, new and existing businesses must follow the laws that the government of a nation (global union) pass at any time. This can affect everything to do with a certain product, packaging, content and advertising.
When a business starts up in a new country it will have a written contract with terms of an agreement of what conduct is acceptable in that country. These legal laws and regulations show how a business can be created in that country and ways it can succeed and who it would be liable to.  Some countries don’t have strong laws on copyright or legal ownership where other countries are very strict. Countries that have good legal systems attract companies who flourish in those countries. A country that has problems with its laws and is thought to be corrupt would not attract business as who would work with someone you could not trust. 
Any contract that is sign by a business must be followed to the letter if not they could end up in court. The contract must be ethical and fair to all parties and in writing. It would be crucial to keep up with laws in the country you are in and research any new laws that are about to be passed so the company has no nasty surprises. 
The legal environment is one of the most important areas to concentrate on when starting work on a new business. 
Case Study
William Simpson opened a new agency as a sole trader in 1998 with the help of his wife. He had previously worked for a supermarket but wanted a new challenge. It cost him £7,000 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
b) Partnership
a) A limited liability company is a mix of a corporation and a partnership. In such a company one partner or member of the business is not responsible for a problem or trouble created by another. The partners of this type of business have the right to administer and manage the various dealings of the business directly. Limited liability companies have different rules and laws in different countries, some countries require you to pick one person to have limited liability. Every partner, as the term suggests has limited liability towards losses and gains of the company. 
b) A partnership is a business that is run by two or more individuals who have the same goals and aims for the business. Partnerships are common around the world but when it is done for economic purposes it becomes a business partnership. 
These can be set up between two or more organisations or countries on a temporary basis to work together to achieve a goal. The partnership could be made permanent, some partnerships (like in law firms) add new partners to an agreement between fixed times.
2. Describe the advantages of being a sole trader.
Being a sole trader means that the business is run by one person who is responsible for any debt or profit the business generates. The individual owns everything to do with the business, so all profits made go straight to them. Even though the business has people working for them the sole trader can run the business under another name (business name) it must follow the rules of that country. Some laws say that the owners name must be printed on various products, cards and buildings owned by the business. 
3. Point out the reason why a third of sole traders cease trading within their first year of trading.
Article taken from the Guardians Larry Elliott (Economics editor)
A fifth of businesses started by Britain’s growing number of sole traders close within a year, according to a study highlighting the precarious financial states of those who opt for self-employment. 
A report by the Institute for Fiscal Studies found that less than half of companies set up by individuals have a long-term future, with 60% ceasing trading within five years.
The study found that between 2014 and 2015 the number of sole traders grew by almost 70,000, but this was the result of “churn”, with 650,000 businesses starting up and 580,000 closing.
Financed by the office of National Statistics, the IFS report found that sole traders accounted for the biggest share of employment growth in the 15 years after the millennium, rising by 1.4m. Since 2007 a third of the growth has been from foreign born sole traders. 
Despite the rapid growth, investment and employment rates for sole traders was low, the IFS said. Most sole traders were not employing staff and less than a quarter took advantage of tax breaks for capital spending.
The IFS stated there were tax breaks for people opting for self-employment, but low and falling income amongst the self-employed and the low levels of investment in small businesses raised questions as to why the Government were encouraging people to leave employment and become self-employed. 
The financial crisis and deep recession of 2007-09 had an impact on the finances of sole traders. Median profits fell by 7% from pre-recession levels after accounting for inflation, and the drop was greater for higher earners. The IFS said that despite a 25% rise in the number of sole traders since 2007, aggregate turnover was lower than before the financial crisis. 
Falls in average profit during and after the recession were driven by established businesses and not new ones. 
[bookmark: _GoBack]Jonathan Cribb, senior research economist at IFS and the report’s author, said “The growth in self-employment is an important and substantial change in the labour market. We show for the first time how misleading it is to discuss the self-employed as a mixed group – there is a huge churn in the self-employed population, with hundreds and thousands of people trying a business venture and failing quickly each year. 
“Despite the huge number of people starting and closing their businesses, it was actually those sole traders that remained in business during the recession that drove the large fall in profits seen at that period.”



