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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. 
	Q1:
i. Exim Policy refer to the policy measures adopted by a country with reference to it export and import policies. This would benefit the nation and help its growth and economic prosperity.
The objectives of the policy are; to provide domestic consumers with good quality goods and services at internationally competitive prices as well as creating a level playing field for the domestic producers.
Aside from these, this policy able to stimulate sustained economic growth by providing access to essential raw materials, intermediates, components, consumables and capital goods required for augmenting production and providing services. 
This policy enhances the technological strength and efficiency of Indian agriculture, industry and services, thereby improving their competitiveness to meet the requirements of the global market. In additional to that, this policy had generated new employment opportunities and to encourage the attainment of internationally accepted standards of quality.
ii. Identify the types:
a) Social Environment
b) Technological Environment
c) Natural Environment
d) Demographic Environment
iii. Demographic environment factors are the relevant to business for formulating and implementing of strategy for controlling and accomplishment of the objectives of the organization. Demographic factors like size of the population growth, rate, age, composition, life expectancy, family size, spatial dispersal, occupational status, employment pattern etc., affect the demand for goods and service.
The growth of population and income result increase demand for goods and services. A rapidly increasing population indicates that a growing demand for many products. For instance, developing countries like India, Pakistan etc.; high population growth rate indicates an enormous increase in labour supply. The occupational and spatial nobility of population have implications for business. Labour is easily mobility between different occupations and regions. It supply will be relatively smooth and this will be relatively and this will affect the wage rate. If a labour is highly heterogeneous in respect of language, caste and religion, ethnicity, etc., personal management is likely to become a more complex task. The heterogeneous population with its varied tastes, preferences, beliefs, temperaments, etc., gives rise to different demand patterns and calls for different marketing strategies.
iv. Business environment help to identify the individual strengths and weakness in view of the technological and global developments. A proper understanding of the environment is very essential for the business executive to achieve success in his business. Failure to understand the environmental factors for business shall create number of problems, which in fact are difficult to solve. It will reduce the profit margin and will make the opportunities for expansion to slip. But a proper appreciation of the environmental factors will bring many benefits, such as: Successful conduct of business, opening a new avenue, dynamism in approach, chances for growth and development of the firm, control over environment and etc. We all know that environment exercises vital control over the scope and performance of a business firm. A proper understanding of the nature, character and influence of the environment over the activities of the firm and its continued efforts to identify with the changing economic conditions will at one stage enable the business firm to exercise control over the environment itself. This will result in a smooth and successful running of the venture in the short run as well as in the long run.
Thus, a clear understanding of the environment shall bring many benefits, while a minimum disregard of these factors will entail a heavy penalty to the firm.
v. Responsibility to Shareholders - In the context of good corporate governance, a corporate enterprise must recognize the rights of shareholders and protect their interests. It should respect shareholders’ right to information and respect their right to submit proposals to vote and to ask questions at the annual general body meeting. 
Responsibility to eemployees - The success of a business enterprise depends to a large extent on the morale of its employees. Employees make valuable contribution to the activities of a business organization. The corporate enterprise should have good and fair employment practices and industrial relations to enhance its productivity. It must recognize the rights of workers or employees to freedom of association and free collective bargaining. Besides, it should not discriminate between various employees.
Responsibility to cconsumers - Some economists think that consumer is a king who directs the business enterprises to produce goods and services to satisfy his wants. However, in the modern times this may not be strictly true but the companies must acknowledge their responsibilities to protect their interests in undertaking their productive activities.
Obligation towards the eenvironment - The foremost responsibility of business enterprises is to ensure that they should not damage the environment and for this purpose they should reduce as much as possible air and water pollution by their productive activities. They should not dump their toxic waste products in rivers and streams to avoid their pollution. Pollution of environment poses a great health hazard for the people and is a cause of several respiratory and skin diseases.
Responsibility to Society in General - Business enterprises function by public consent with the basic objective of producing goods and services to meet the needs of the society and provide employment to the people. The traditional view is that in performing this function businesses maximize profits or shareholders’ value and doing so they do not behave in any socially irresponsible way.
Q2:
The legal environment refers to the code of conduct that defines the legal boundaries for business activity. To understand these boundaries, it is essential to first have a basic understanding of the law and how it affects businesses and business practices. The nature of business spans over a number of legal realms, all of which are continuously influenced by the needs and demands of the business community, consumers, and the government. Each has a distinct stake and voice in this vibrant legal environment.
The study of the legal environment of business encompasses numerous approaches and philosophical theories. The exploration of what law is and how it is defined has been examined by numerous legal philosophers.

The legal traditionalists view law as a body of principles and rules that courts `utilize when deciding disputes. The traditionalist approach is steeped in the belief that the basic constructs of right and wrong are fixated even though society is continuously changing its beliefs.

The environmental approach views law as an arm of societal control that must continuously reflect the current society's moral constructs through the enforcement of rules, regulations, and laws. This approach is much broader in scope, since the law is an institution that reflects the societal need for social order.

Case Study
a) A limited company is its own legal identity, so as a shareholder your liability is limited; it is a separate legal entity to its shareholders and directors. As a sole trader, and there is little distinction between you and the business. Any business debts become your debts and your personal assets - including your house - are not protected. 

A limited company must prepare annual accounts (also known as 'statutory accounts') from the company's records at the end of the financial year. These are to be filed with HMRC as part of your tax return as well as sent to all shareholders and Companies House. A limited company must also file an Annual Return to HMRC, which includes information about the directors, shareholders and registered office. 

Sole traders are not legally required to have annual accounts to or file accounts for inspection. However, a record of business expenses and personal income are required for tax returns.

That means William Simpson can offset his trading losses against his other income. Limited liability company can offset its trading losses against its other income, but not against your income as an individual

b) There is no legal formalities have to be followed for starting the business of sole trader. For partnership, there are few legal formalities to be followed for starting the business. 
Sole trader is totally one man's business and the profit or loss belongs to the single owner. Partnership; there should be at least two members. Maximum number of members is 20 in case of general business and 10 in case of Banking business, their profit or loss is divided among the partners.

A partnership concern needs registration to get certain advantages of registration. Though registration is not compulsory but non-registration bars it from taking legal remedies. All partners have equal rights and all of them can participate in the management. They can bin the business by their acts. The business risk is shared by all the partners in proportion of their shares.

2) Sole trader can full control of their own business. He don’t need to consult other directors or shareholders, take account of their views or compromise on his own vision for the business, meaning that he can develop it exactly as his choose. Because he can make decisions alone, it can be quick and simple to make changes to the business to adapt to changing circumstances. So, for example, he can change his pricing structure or change the products that he offer, adding new products or removing those he don’t have faith in. This ability to make swift decisions and implement them quickly can be a key advantage for a sole trader in a competitive, quickly changing market. As well as being the sole decision maker, a sole trader will generally be close to their customers. They can therefore be sensitive to the needs of their clients, attuned to their needs and able to react quickly and decisively to them. 
The accounting process is much simpler for sole traders than for limited companies, with no need for formal Annual Accounts or a Corporation Tax Return, although he will still need to maintain records of invoices and expenses. As a sole trader he must submit a personal Self-Assessment Tax Return, which will include details of profits from the trading he’s undertaken as a sole trader.

As a sole trader he retains all the profits from the business, rather than having to share them with other shareholders (or leave profits in the business). Many sole traders choose not to employ anyone, which can keep costs low and maximise profits available to them. 

While anyone can inspect a limited company’s published accounts, a sole trader’s financial information is kept private. That may mean that competitors have less information from which to see how he’s faring and identify the secrets of his success. A sole trader’s personal details also remain private, whereas certain details relating to company directors forms part of the publically accessible Companies House record.

3) Sole trader businesses are not recognised as a separate legal entity. When operate business as a sole trader, therefore, its liabilities and debts are the owner liabilities and debts. If the business fails with debts to be paid, not only will lose income but also have to pay the money owed from the owner assets, whether or not they’re connected to the business. Because that liability is unlimited could also lose their own home as well as potentially facing bankruptcy, that’s why a third of sole traders cease trading within their first year of trading.

Often linked to this sense of prestige and the fact that sole traders are seen as higher risk, many clients will simply prefer to deal with a limited company. This can mean lose out on business purely through setting own business up as a sole trader.

Being a sole trader doesn’t stop from having employees. However, ultimately all the important decisions will fall on the owner and there’s no one to share accountability with. This lonely existence, where one unwise decision that he alone make may prove disastrous, doesn’t suit everyone. While he gives up an element of control by going into business with others, the owner gain the benefit of his own collective ideas, experience and enthusiasm. Many people work better sharing responsibility with others in either a partnership or a limited company, making use of your different skills.
Problems can arise when a sole trader retires or dies. They, or their family, might want to be able to sell the business that so much work has gone into building up, but that’s not easy when it’s been operated as a sole trader.

Something else that needs to be considered is what happens if the sole trader is sick or has an accident and therefore can’t work. As well as making it difficult to seek new income opportunities, a sole trader working alone will be faced with the question of how to fulfil existing contracts.

This are the reasons why a third of sole traders cease trading within their first year of trading.
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