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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.
1.i. Exim stands for export and import policies. Every country has its own Exim policies to control and protect its economy. Export and import operations are essential to a country’s economic growth. Exim policies work on increasing the export and decreasing the import of a nation to achieve prosperous economy. 
1.ii. a. Social Environment 
1.ii.b. Technological Environment
1.ii.c. Natural Environment
1.ii.d. Demographic Environment
1.iii. Demographic environment has essential direct influence on business activities. Therefore, entrepreneurs should verify if business is possible in the region and should analyze the characteristics, psychographics and demands of the population there as well as the labour force. For example, in the district where I live, there is a whole street devoted for tailoring. So the availability of a tailoring accessories shop can be a good idea for a successful business. 
1.iv. “There is a close and continuous interaction between the business and its environment. This interaction helps strengthening the business firm and using its resources more effectively”. (Unit 1. P.8) 
Thus, the analysis and the proper understanding of business environment, both its internal and external factors, help to identify strength, weakness, opportunities & threats. Business people should maintain their firm growth and success through “proper understanding of the social, political, legal, and economic environment.” (Unit 1, p. 7) 
Tracking the rapid development and changes in technology, rules and regulations, and people’s style of life helps sustain continuous growth and success of a business and avoid business calamities. Being flexible and having the ability to cope with the changes help business people identify the opportunities in the market. 
Business people should continuously review and analyze the internal factors of their business environment such as job satisfaction and performance of workers or employees, productivity, training, etc... This can indicate strength and weakness elements of the firm and maintain its development. 
Studying business environment helps business people understand future problems and chances of business in advance. This enables business firms to face the problems confidently and also opens new opportunities for the expansion of the business. 
1.v. It is important for business people to identify the business goals as well as the various society components that are concerned, (figure 1). A successful business should cater for all these components to maintain its success and progress. 
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Figure 1
Responsibility of business towards different groups
(from: http://old.nios.ac.in).

The major element that constitutes a society is its people. They represent the main customers of any business whether product or service businesses. So it is essential for a business firm to understand the people’s culture, religion, beliefs, caste, values, and their attitude towards various aspects of the world. This understanding will enlighten entrepreneurs about what to do and what not to do in their business. For example, starting a business firm that deals with liquor and pork in a society that considers these things against people’s beliefs and religion will be very offensive and consequently will fail because there are no customers. So any business should respect and cater for the society morale and sentiments. 
The availability of suppliers and materials is another factor that business people should study very well before starting the business. Ensuring the compatibility, the quality and the quantity of the supply will gain customers’ satisfaction. Irregular supply will cause customers to lose trust in the firm and consequently search for another one. Simultaneously the firm should be truthful and clear in dealing with the suppliers to maintain good quality and continuous supply. 
Part of the social responsibility of a business is to provide the owners and investors with satisfactory return. Employees, also, should be provided with good salary, security and proper working conditions.
One of the most important aspects of social responsibility of a business is to be aware of the country’s government rules and regulations that organize the business field. Business firms should not break the law for the sake of more profit, e.g., trading with prohibited or smuggled goods or offer forbidden activity such as certain sports or courses. 
A competitor does not mean an enemy. In fact it is an occasion for any business to compete by trying to provide the best materials or goods or service for the most reasonable prices. Competition must be an act for the benefit of the consumers and end users. Competition does not mean to degrade the ability or role and quality of others but to try to be more distinguished and prove honestly that you are the best. 
To hold responsibility towards the society means to work hard to support the growth and welfare of the community and be aware of every aspect of the life of a community. 
Q.2. 
“Legal environment is one of the essential areas to concentrate on while starting or working on any business”, (Unit 1, P.12). It is, also, one of the essential external macro factors that helps protect the investors, the people and the whole country. It includes domestic and global rule law. 
Every country has its own rules and regulations that organize the business field. Therefore, any violation of these rules must be penalized. “Without the rule of law, business would be chaotic.” (https://www.vantiv.com).
As every country’s economic development depends on its rule law, flexible and wise rules will definitely help develop its economy. On the contrary, more strict and complicated rules may hinder that progress. This shows that there is a link between the country’s political system and the economic life.   
Transparent law items help economy grow. For example, clear and simple registration procedure of a business license can be the first step that facilitates the business, while complicated and unclear one can be an obstacle. 
It is vital for business people to be aware of the business policy and rules of the region they are working in. They must stick to these rules because any violation can be penalized and will lead to money or even business loss. It is noteworthy to mention that any violation of business rule law can have negative effect not only on the business but also on society, people and the community. 
Case Study
1. A. 
A limited liability company (LLC) is a combination of the limited liability corporation structure with the partnership structure of business. It is a hybrid entity whereby the members cannot be held personally liable for the company debts or liabilities. In such structure the company may be owned by one or more individuals referred to as “members” or it can be owned by a corporation.  One of the advantages of LLC is that every member is responsible for the trouble he or she creates. Yet in some countries it is requested LLC to elect one member to have unlimited liability.   Another advantage is that in case of the company financial troubles such as debts or loan payments, the claim will be against the company’s assets not the personal assets of the members. (http://legaldictionary.net)
Mr Simpson, as a sole trader, is “completely responsible for his company’s liabilities and achievements.” ( Unit 1, P.7) So he will hold responsible for the loss of money and the failure of his business. As a sole trader he has unlimited liability and he can employ other people, which he did. But he did not make the right decision about the number of assistants he needed to run a successful business. He employed an assistant manager to help him, but a news agency needs a number of reporters who can provide the agency with the news from various resources. 
    
1. B. 
Partnership is a type of company that is based on real partnership between two or more individuals or between two or more organizations or between a company and any government department. A realistic example is the partnership between various educational development companies and the ministry of education in Abu Dhabi, UAE. It is a temporary partnership that will continue for five years in the hope to achieve public school reform and to develop teaching and learning in these schools.

 2. Being a sole trader means to own your business and be responsible for its growth, success or failure, and it means that the profit or losses will be yours.  With expected side effects, this type of business has many advantages. 
Besides the simplicity of starting this business, you enjoy all the profits the business makes. You feel free to make the suitable decisions about the business because there is no one to push on you. Even in loss event there will be no one to blame or penalize you. 
Sole traders have direct interaction with their customers which means more personalized service that enhances customers’ loyalty and promotes better products provision on part of the trader. Another advantage the sole traders enjoy is being responsible for themselves, the work hours, vacations, sick leave, etc... There is no manager or director to ask him /her for sick leave or leave permission. Also the cost of running the business will be less as there is no need to have a team or a number of employees who must be monthly paid by you. Besides the accountant charges will be low as the process of accounting is limited to profit and loss account. Of course a sole trader must stick to the region business rules and keep records and pay taxes.   
  (http://www.smarta.com)

3. Trading as a sole trader has its disadvantages that drive traders to quit early. The unlimited liability of the business represents a risk for the trader because in case of business failure, the trader will lose not only the shop’s income and asset  but also his personal assets.  
Another cause for quitting such business is the concept that most people have poor view of such small businesses like groceries, for example. Many people like to shop at grand supermarkets and malls because they believe that such places are more prestigious and credible.  This tendency may freeze the flow of trade in a small grocery shop and consequently the trader may lose the trust of the suppliers. 
Poor research into the market and the target customers may cause the business to fail and shut down. In the case of Mr. Simpson, it was clear that he did not study the potentials and the opportunities as well as the resources and tools needed for his business. The evidence is that he did not employ any reporters who are the  essential tools of news agency. Also he did not try to contract TV channels to become their supplier. So lack of research and poor study of the environment of the business may lead to lose money and may cease the business. 
Also lack of team work or second opinion may lead to business failure, as sole traders work solely and mostly they tend not to employ enough workers. 
Another factor that can lead to failure is business finance as banks prefer to deal with great limited liability establishments. 
Discontinuity of business is another factor. When the trader falls sick or dies the family prefer to close the establishment because they may have no idea of how to run the business. 
And finally, sole trading is exhausting as the trader depends on himself and rarely employs adequate number of assistants because he tries to cut down expenses of his small business.
(  http://www.informdirect.co.uk)
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