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Assessment 1:   The business enviroment

Q. 1: Short questions:

i. What is meant by Exim policy?

By Exim policy is meant the export and import policies that goverments rules. Those policies, which affect to the economic environment of the business, aim at increasing the export of a nation and decreasing the import. 

ii. Identify the types of non-economic environment in the following cases: 

(a) Demand for new clothes increases during festive seasons.
Social environment  
(b) Computers have outdated typewriters.
Technological environment.
(c) Sugar factories are being set up where sugarcane is grown abundantly.
Natural environment
(d) Availability of skilled labour in a particular region.
Demographic environment

iii. How does the demographic environment of business influence the business activities?

The demographic environment of business refers to the size, density, distribution and growth rate of population. All these factors will affect the business activities. For example a business which activitie is to organize holidays for the eldery people would have a better succeed in a country or region where the eldery people represent an important rate of the total population.

iv. Describe the importance of business environment for a business firm.

Due to there is a close and continuous interaction between the business and its environment, a proper research and understanding of the environment would be really important for a firm. It will help the firm to get the right direction for growth, to build a good image and to know its strength and weakness and determinate opportunities and threats.



v. Explain the social responsibility of business towards different groups.

The responsibility of those who manage the business cannot be limited to the owners only. They have to take into account the expectations of other groups. They have responsibility towards the owners, providing a fair return on their investment but also towards the employees, giving them good working conditions and towards the consumers by supplying quality goods at a reasonable price. Also they have a social responsibility towards the government by following the guidelines and paying taxes honestly and on time.


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

The legal environment is one of the essential areas to concentrate on while starting a business as every business must obey the laws. Some of the laws are followed globally but another laws are ruled by the local government from time to time. Laws can affect the business activities in many ways, for example they can affect from the packaging to the contents of a product and its advertising.



CASE STUDY

William Simpson opened a news 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
It is a mix of a corporation and a partnership. Is a business run by two or more people where the partners are not personally liable for debts the business can not pay. The partners profit is shared and responsibilities are determinated by a LLP agreement. 

       b) partnership
       A partnership is a type of business run by two or more individuals who have the same    goals and aims for the business and all business partners share responsibility for the business. The profits made are split between each partner and they are individually responsible to pay their own tax.

2. Describe the advantages of being a sole trader.

Sole trader is a business run by one individual, in this case Mr. Simpson. He would be completely responsible for its liabilities and achievements. As advantages of being of being a sole trader we can mention two. The first one would be that Mr. Simpson has the sole right to the profits; after paying tax he would keep all the remaining profit. The second is that Mr. Simpson would have the full control of how his business is run and he would take all decisions.

3. Point out the reasons why a third of sole traders cease trading within their first year of trading.

Some of the disadvantages and the reasons why one third of sole traders cease trading within their first year of trading are the following ones.
They are liable for any business losses as the sole trader businesses are not recognized as a separate legal entity. In this case, Mr. Simpson would be responsible for any debt of his business. 
As a sole trader, it can be very difficult to financially fund their business ventures. Banks prefer often to deal with a llimited companies rather than with sole traders. 
All the pressure for the business to succeed is placed on one person, who has no others to share ideas with.
Another reason could be the lack of prestige, as a sole trader may not appear to have the prestige of a limited company.




