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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: Short questions:
i. What is meant by Exim policy? 
Export and import policies known as exim policy, it contains policies in the sphere of foreign trade i.e. with respect to import and export from the country and specially aim at increasing the export and decreasing the import.

The objective of this policy is to accelerate the country’s transition to a globally oriented vibrant economy with a view to derive maximum benefit from expanding global market opportunities and boosting foreign trade and earning valuable foreign exchange and it also encourage the attainment of high and internationally accepted standards of quality.
 
ii. Identify the types of non-economic environment in the following cases: 
(a) Demand for new clothes increases during festive session.
Answer: - Social Environment, because the festivals helps a business bloom by increasing the demand for clothes which comes under the behavior of the society. 

(b) Computer has outdated typewriter. 
Answer: - Technological environment, because it includes the fact that a business has to adopt he technological changes from time to time. Hence type writers were replaced by computers.

(c)  Sugar factories are being set up where sugarcane is grown abundantly. 
Answer: - Natural environment, because business is greatly influenced by the nature of natural environment so, establishing business near to the availability of natural resources comes under this.


(d) Availability of skilled labour in a particular region. 
Answer: - Demographic environment, because one of the point that it refers is to growth rate of population, which indicates the easy availability of labour.
 
iii. How does demographic environment of business influence the business activities? 

Demographic environment comes under non-economic environment which relates to the density, size, distribution and growth rate of population. Hence, business is all about providing consumers with good quality products and services in competitive market.
So, to survive in the market you must study the market first. For an example, if the business is established in such area where there is less population which means the size of the market is small, availability of the labour is minimum, which will not help business to grow and if there is no demand business will lead to loss.




iv. Describe the importance of business environment for a business firm. 
There is a close and continuous interaction between the business and its environment. This interaction helps in strengthening the business firm and using its resources more effectively.

Determining opportunities and threats:-
The interaction between the business and its environment would identify opportunities for and threats to the business. It
helps the business enterprises for meeting the challenges successfully

Giving directions to the growth:-
The interaction with the environment leads to opening up new frontiers of growth for the business firms. It enables the business to identify the areas for growth and expansion of their activities. 

Building own image of the business:-
Environmental understanding helps the business organizations in improving their image by showing their sensitivity to the environment within which they are working. 

Know your competitors:-
It helps to firms to analyze the competitor’s strategies and help to plan and formulate their     own strategies to stay in the market.  

Identifying the strength and weakness of the firm:-
Business environment helps to identify the individual strengths and weaknesses in view of the technological and global developments.

Continuous learning about the market:-
Environmental analysis makes the task of managers easier in dealing with business challenges. The managers are motivated to continuously update their knowledge, understanding and skills to meet the predicted changes in realm of business.

v. Explain the social responsibility of business towards different groups. 
It means various obligation or responsibilities or duties that a business organizations has towards the society within which it exists and operates from. The shareholders, suppliers of resources, the consumers, the local community, government and society at large are affected by the way an enterprises functions. Thus,a business enterprise should be able to strike a balance between this divergent groups. Hence, it’s important that no activity of business is injurious to the interest of the society.

Responsibilities towards the shareholders

The shareholders are those who invest their money in the business, if a business satisfies its funders they are likely to invest more money in projects. Hence, good return on their investments should be provided.

Responsibilities towards the employees:-
Employees are the wheels of the organization, if the business takes care of their needs such as wages, increments, bonuses, retirement benefits etc. It will boost the motivations the working spirit of the employees.

Responsibilities towards the consumers. 
No business can survive without the support of customers. As a part of the responsibility of business towards them, the business should provide such as;

· Products and services must be able to take care of the needs of the customers.
· Products and services must be qualitative 
· Price of the goods and services should be reasonable and affordable. 
· All the advantages and disadvantages of the product as well as procedure to use the products must be informed do the customers. 

 Q.2. Legal environment is one of the essential areas to concentrate on while starting or working on any business. Discuss

It refers to the code of conduct that defines the legal boundaries for the business activity and it comes under the external macro environmental factors that affect the growth of the business. The government in every country regulates the business according to its defined priorities, so it defer from country to country. Legal environment in a country has a dominating position on all decision of organization. As all business policies are highly influenced by government, the organization should have thorough knowledge of these policies. If the organization does not implement the legal policies, the results will be in heavy fines, penalties and punishments. Therefore every business must obey these laws without a choice. 

Legal environment is essential for future business leaders and entrepreneurs to have an understanding of the role of the law and legal risk in shaping business decisions, achieving competitive advantage and avoiding legal pitfalls. It helps to understand the laws while starting the business, which includes laws on what can or can’t be produced or sold, consumer and employee protection laws, tax and other financial laws, as well as many rules and regulations with regards to business ethics, when and how to seek legal advice in case of disputes etc. So, the domestic laws of the country and of the foreign markets and the laws of the business followed globally are the important factors that should be analyzed or studied while starting or working on a business. 

The important legislations that concern the business enterprises include:
(i) Companies Act, 1956
(ii) Foreign Exchange Management Act, 1999
(iii) The Factories Act, 1948
(iv) Industrial Disputes Act, 1972
(v) Payment of Gratuity Act, 1972
(vi) Industries (Development and Regulation) Act, 1951
(vii) Prevention of Food Adulteration Act, 1954
(viii) Essential Commodities Act, 2002
(ix) The Standards of Weights and Measures Act, 1956
(x) Monopolies and Restrictive Trade Practices Act, 1969
(xi) Trade Marks Act, 1999
(xii) Bureau of Indian Standards Act, 1986
(xiii) Consumer Protection Act, 1986
(xiv) Environment Protection Act
(xv) Competition Act, 2002

Besides, the above legislations, the following are also form part of the legal environment of business.
(i) Provisions of the Constitution
(ii) Judicial Decisions

Case Study:- 
1. Using examples from the case study or from your own knowledge, explain the meaning of;

(A) Limited liability company 

Limited Liability Company or LLC, is a separate and distinct legal entity. It is a form of business organization with the liability shield advantages of a corporation and the flexibility and tax pass through advantages of a partnership. For an example:- if an LLC is forced in to bankruptcy , then the members will not be usually be required to pay the LLC’s debts with their own money. If the assets of the LLC are not enough to the debts and liabilities, the creditors generally can’t look to the owners for the payments. However, limited liability companies have different rules and laws in different countries. Some countries require the companies to elect one general partner with unlimited liability.



 
b) Partnership:-It’s a type of business organization in which two or more individual pool money, skills and other resources and share profit and loss. The partners in the partnership may be individuals, businesses, schools, governments or combinations. Partnership uses a ‘partnership agreement’ to clarify the relationship between the partners, roles and the responsibilities of the partners and their respective shares in the profits or losses of the partnership. 

2. Describe the advantages of being a sole trader 

A sole trader also known as sole proprietorship- Is a simple business structure whereby one individual runs and owns the entire business. Sole traders are legally responsible for all aspects of their business and are personally liable for their business’s finances. The advantages of being a sole trader can be described as follows:-

Control:- As a sole trader, you are in full control over daily and strategic decision making of your business. You don’t need to consult with others and run the business without the interference of others.

Operational flexibility: - As you can make the decision alone, it can be simple and quick to make changes to the business. This ability to make swift decision and implement them quickly can be a key advantage in a competitive, quickly changing market.

Profit retention:- As a sole trader ,You retain all the profits from the business, rather than sharing them with other shareholders.

Private Data: - A sole traders financial information is kept private. So the competitors have less information about the secrets of your success.




Social Advantages: - It provides opportunities to number of individuals. Many can become entrepreneurs with limited resources.

Contact with customers:- As a sole trader, he will be in a position to study the tastes and needs of customers personally since he establishes good contacts with them.
 
3. Point out the reasons why a third of sole traders cease trading within their first year of trading? 

When Mr.  William Simpson has started the business, he didn’t properly plan and didn’t properly study the business environment where he can find advantages and dis advantage towards to his business. Especially he didn’t study about his competitors and the needs of the consumers in the market. The main threat of this business was man power which helps to run the business smoothly and cover the demand, however since it was not planned in the early stage, hiring a new assistance manager has added additional expenses to the business which couldn’t match with the budget.

As a result to manage the expenses on the ground Mr. William have to increase the margins of the goods which could have been higher than the competitor’s price and probably it may be the reason of losing the customers and bare loss.

When the income has dropped Mr. William Simpson can’t afford to buy good to the company which lead to more losses, because he is not in a position to supply the goods according to the demand of the market; Lastly his wife was sick and he couldn’t monitor the business at all the time which may be the reason for pitfall in the business. 
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