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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:
i. What is meant by Exim policy? 
Answer: Exim policy is also known as export and import policy. The aim of these policies is to increase the exports of a nations and decrease imports. This enables growth and economic prosperity.
An example of an Exim policy and strategy would be the proposed UK-Southern African Economic Partnership Agreement which is hoped will be ready as soon as the EU deal no longer applies to the UK.

ii. Identify the types of non-economic environment in the following cases: 
(a) Demand for new clothes increases during festive session. 
Answer: The non economic environment that could affect the need for new clothes over the festive season could be for example the social environment and relate to:
· People’s culture and tastes within different countries. 
· The climate and seasons in different countries could affect the need for different textiles. For example in the UK the weather would be cold in December, yet in the southern hemisphere the weather would be hot and so it would need to take account of the society and markets being targeted. 
· The type of clothes that people would want may be dictated by cultural or religious festivals or celebrations where a need for party wear or cultural dress would be greater, or for presents which might include knitwear and socks etc. 
· Literacy and poverty. Societies with higher literacy understand standards and quality and their rights to a greater extent. Societies where pay is lower will look to buy necessities before expensive items of clothing, or may look at cheaper sources or fabrics.
· Fashion trends because businesses must do research to ensure there is a need for the products. Keeping up with fashion is particularly important to young people.
· Even if a country is in a foreign land, support  that is shown for the festivals that are important to those customers by either giving discounts, or creating products that would be beneficial and bring businesses closer to these customers in certain markets. It’s about respecting cultures.
· Some countries have different religious or moral rules on modesty and dress
· Research which may need to be undertaken to identify if any materials or substances are banned in a certain culture.
· The need for increased staffing or new technology as increased sales may mean that production may need to increase which could lead to the need for additional manpower that may need to be recruited, trained and then managed over the festive period. 

Given that the festive period may be different for different religions one has to understand the legal requirements that are also linked to culture and religion and example would be full face veils which are banned in some European countries such as Germany.   
Another example of a need to respect the values of others is from conservation point of view for i.e. the wearing fur can cause offences in some cultures and societies.


(b) Computer has outdated typewriter. 
Answer: The technological environment  is important as businesses must understand that keeping up with technology is very important because: 
· Competitors who introduce new technology and systems on to the market could take away sales of an older product that has become outdated or obsolete, technology is moving fast.
· It is also important to understand which specific designs would be needed or work well within a country, as they may have different adaptors or have a different language or number of letters in their alphabet. As the countries infrastructure changes their appliances have to evolve too.
· There would be issues with sourcing components over time and the reliability of the product. This would affect buying decisions of customers as there maybe increased costs to source upgrades or repairs.
· Missed opportunities to connect and interact with customers as nothing new to say about products
· Risk of obscurity and lack of compatibility with new systems coming on to the market, narrowing the market and need for the product.
· Impact on the brand image as it become viewed as old or outdated 
In order to survive and grow within a market a business has to evolve and adapt. It has to show improvement and innovation in its products and cannot persist with outdated technology. People tend to want things that are lightweight, easy to use, and fast and to have the latest features for example in the evolution of the smart phone market. I.e. Nokia or Blackberry.
An example of a company losing business for not keeping up with technology is the bankruptcy of Kodak.

(c) Sugar factories are being set up where sugarcane is grown abundantly. 
Answer: A business has to take into account the natural environment which includes geographic and ecological factors. It is not about creating wealth by adding value at source rather then exploiting raw materials , cost of transport and adding value to the local economy:
· Sugar factories need to be set up only at those places where sugar cane can be grown as it is important to always establish the manufacturing site near the sources of input. 
· Businesses need to look at the availability of natural resources to enable their business to flourish.
· The location has to also be appropriate in terms for transporting the product to market and take into account transport links.
· It is important to look at the regional climate and the weather in a given regions and how that could be of benefit or could negatively impact the business.
· The business must have a strong sense of social responsibility and ensure that when you are using the resources of a particular society that the activity of the business is not injurious to the interests of that society or the habitat of species.

An example of a successful location of plant near resource is the high yields of cane and sugar per acre in Hawaii, where the cane is grown and sugar is obtained from the cane at mills located near centers for production.

(d) Availability of skilled labour in a particular region. 
Answer: The availability of skilled labour is important and businesses must consider the demographic environment because;
· Businesses need to ensure that they can access sufficient labour to keep productivity at sufficient levels or the quality of a service at a good level to ensure customer satisfaction.  
· Businesses also need to research where there is a rise in population which could ensure increases in the labour force in the future as the business grows. It also means that a business can use labour intensive techniques. 
It is important to look at both the numbers and specific skills of a population in a given area.
Example: To build a new specialist medical facility in a particular area there needs to be sufficient medical, nursing and clinical staff for it to be a success. The cost of agency staff is extremely high and the quality of care could suffer if staff who are not familiar with the organisation cover shift.

iii. How does demographic environment of business influence the business activities? 
Answer: The demographic environment takes account of the size, density, distribution and growth rate of a population. These can affect influence the business in several ways for example:
· Demand for goods and services and the availability of labour can be in two different regions or countries. Businesses need to balance the demographic issues of production with the demand in the market. E.g. Apple make phones in China where labour is cheap to sell in them in the US where the population is wealthy. Businesses need to focus on the people who are most likely to buy the products and services and cut overheads so as not to waste resources or reduce profits trying to produce and sell products people have no interest in or cannot afford.
· To identify target markets. The information means companies can develop strategies on how to reach each population.
· By collecting demographic data over extended periods of time and comparing information from different points, businesses can identify trends within the population. This lets them forecast what might happen with sales in the future and make some decisions about upcoming production or offered services to ensure future growth and prosperity.
· Demand for certain types of products related to age for example a population that is increasing fast will need more baby products, one that has an increasing elderly population will have a greater need for care and support services and goods to encourage and promote independent living for as long as possible.
· Availability of a workforce for  to cover shift patterns when there may be a rise in demand or in markets relating to fast moving consumer goods.
· Availability of people with the right skills
Example: A country with high labour resource is India which now hosts 32 customer contact centers for international companies.

iv. Describe the importance of business environment for a business firm.
Answer:  Understanding the business environment is vital that when starting up a business. One must be able to easily identify opportunities to gain an advantage in the market.  It is also important that they use the knowledge they have gained to appropriately allocate resources necessary to ensure a start up business has a sound foundation and a clear direction. Also by doing research businesses will be able to identify threats and develop strategies to overcome them. 
Businesses need to be able to cope with rapid changes in market conditions or those of the societies in which they operate. They must be able to develop a sound basis for planning and policy making and do research to ensure future stability and continuous improvement to build the brand and company image.  A good understanding of the business environment provides opportunities for businesses to increase visibility and improve performance. It also helps a business to prepare for threats that could lead to loss of production, down turn in markets or changes in the legal platforms on which they operate. It has to be understood for the business to develop and flourish because the growth of the business is dependent on understanding all the factors that could affect its success. These include all the internal and external aspects. Internal being the workers responsible for production, the machinery, the money and materials and the management. The external aspects are factors that cannot be controlled and could even pose a threat. These fall into two groups’ micro and macro. Micro being suppliers, customers, the middlemen, competitors and the public. Macro being the social, political, legal technological, institutional and economic aspects of a society or culture. Many of which are outside the control of the business. A business owner needs to have a clear understanding of all of these factors to navigate the business through any changes that could affect a businesses profitability and outputs. 
An example of a potential threat might be a large multinational company moving into the area of a smaller domestic company. 

v. Explain the social responsibility of business towards different groups. 
Answer: Social responsibility in business pertains to people and organisations behaving and conducting business ethically and with sensitivity towards social, cultural, economic and environmental issues. 
It is a concept whereby organisations consider the interests of society by taking responsibility for the impact of their activities on customers, suppliers, employees, shareholders, communities etc.
 A business has a social responsibility to lots of different people for example; 
· To protect the investments of people who have put their money into the business and to make sure they get a fair return on their investment. 
· To its workforce to ensure fair wages for the work that they do and to ensure a safe working environment, welfare facilities, rest periods and leave and pension benefits. There should also be pathways to ensure their future learning and development.
· To customers is to ensure that the goods and services are to the required quality standards in line with legislation, that they are of a reasonable price in the market and they are packaged properly and free from contamination. Any advertising or marketing should not be dishonest or misleading.
· To the government a business must follow the guidelines in place when setting up the business and conduct the business in a lawful manner, paying the correct taxes. It must not be corrupt or participate in unlawful acts. Also in international commerce it is important to act ethically in particular in relation to bribery.
· To the community as it should contribute towards the general welfare of the communities in which it operates and preserve and promote social and cultural values, generate employment opportunity and contribute t the progress of the society in terms of public health programmes, sports and culture programmes and should not act in a way that is detrimental to a society or cause it harm. They should take account of the environmental aspects and sustainability.
A company should base it operation on good business ethics of honesty, truthfulness, compassion, sympathy, feeling of brotherhood. These should guide the behaviour of businessmen, women and business activities in relation to the society. It is in essence a code of conduct.
An example of good social responsibility is helping underprivileged youth in an area of deprivation to gain apprenticeships within the company which operates locally. This not only improves the brand image it helps to generate a future skilled workforce and increase prosperity in the area.
Q.2. Legal environment is one of the essential areas to concentrate on while starting or working on any business. Discuss 
Answer:  To maximise the potential of any new start up and to minimise the risk of legal action all businesses must operate within a legal framework and this has to be understood at the very start of development of a business. 
The legal environment comes under the external macro environmental factors that affect the growth of a business. These laws can for example relate to:
· Taxation 
· Organisational structure and type of business
· Contracts
· Competition
· Trademark and copyright
· Consumer protection
· Environmental protection 
· Employee protection laws 
· Health & safety laws 
· Immigration and the right to work laws and 
· Procurement laws.
The success of a business is dependent on the legal system within any given country the business operates not just its head office base. The business must obey the laws that apply across all of its markets. These not only include the domestic laws of the country, but those of the foreign markets in which they operate or will potentially operate and the laws of business followed globally. Aside from these new and flourishing businesses must adhere to other laws which the governments of certain nations (or global unions) pass from times to time i.e. for packaging of products or advertising. 
On the positive side a country whose legal system is effective and works smoothly will attract foreign investors and groups, negatively those who have glitches in their legal systems and those that are faced with corruption can turn away investors. Businesses must therefore research the legal environments to understand the risks, benefits and costs of operating within individual countries and on the global stage.
With regards the registration systems within each country start up businesses can find it may be easy, or difficult to register and set up a business. They should research the system to weigh up the timeframes, process and cost as part of the planning process. 
It is also important to understand the legal requirements with regards the sentiments and values of the people. If the business offends the sentiments of the country or its people it may find itself facing penalties or charges. 
In most instances businesses enter into contracts with written terms of agreements conducted within a nation. Legislation and regulation also form part of the way businesses are created within a nation.
With regards contracts with the state or another company businesses must do research and the benefits and terms of any contract. The terms of small print can catch some companies off guard if they are not fully understood.
Examples of some of these laws are :
The Health & Safety at Work at 1974
The Companies Act 1956
The Trademarks Act 1999

Case study (8) 
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 
Answer:  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 the mess or trouble created by another. The partners of the business have the right to administer and manage the many dealings of the business directly. It must be recognised however that these companies have different rules and laws in different countries. Some countries require the companies to elect one general partner with unlimited liability.  Every partner has limited liability towards the losses and gains of the company. This means they are usually not personally liable for the company’s debts or liabilities.
b) partnership 
Answer: The definition of a partnership is where two or more people operate a business together with a view to making a profit.  It is a type of business where the partners have the same goals and aims for the business. A partnership is a common thing around the world but when done for economic reasons it is known as a business partnership. Subject to the existence of a partnership agreement with terms to the contrary, the property of the business will be owned by the partners in their joint names and all contracts will be made with the partners, whether or not the partnership has a trade name.
Subject to the terms of any partnership agreement, the liabilities and debts of the business rest with the partners as individuals. In general, subject to the terms of any partnership agreement the liability of the partners is joint and several therefore each partner could be sued for the whole of the partnership liability but each may be able tot obtain contributions from the others.  They can be temporary in nature between two or more organisations and even nations, who come together to work on one goal or they can be a permeant partnership. Some partnerships add new partners to the agreement between fixed times. An example of such a partnership is a law firms.

2. Describe the advantages of being a sole trader 
Answer: The advantages of being a sole trader are:
· The person owns and runs a business that belongs to them. They can call their company a name or use their own name for the business. 
· The business can be set up quite easily often with little capital outlay.
· They own the assets of the business and any profits it makes. 
· They have full control of the business and how it is run. 
· Information on sole traders is kept private unlike that of limited companies where it is made public after registration with Companies House. 
· Often sole traders can offer a more personal service and be local to their customer base. 
· They can make decisions and act on them quickly. 
· Their working hours can be flexible and fit around family and other commitments.

3. Point out the reasons why a third of sole traders cease trading within their first year of trading? 
Answer: There are numerous reasons but the main one is not making enough money to make a living. The reasons relate to the fact that:
· They are subject to unlimited liability and so if the business gets into debt the business owner is liable. This can put their home, savings and personal assets at risk both in and out of the business. 
· Sole traders find it difficult to raise finance for the business and to expand the business. 
· Because they buy materials for each job they cannot get the same discounts as the larger organisations and so often may not be competitive in the market place because their goods or services may be at a higher cost. 
· All profits made are subject to income tax in the financial year they are made.
· There is a perceived lack of prestige, a sole trader may not appear to have the same prestige as a limited company. Public perception of sole traders is of smaller less professional businesses. 
· They are often seen as higher risk and some clients won’t deal with them which makes generating business more difficult as it limits the market. 
· The success or failure and the burden of that responsibility rests solely on one person and that can take its toll.
· There is no sickness, holiday or other financial security unless provided by insurance.
· They have to generate business, do the work and manage the books and cash flow.
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