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Assessment Task
Promotion of entrepreneurship in the formal sector (Individual activity) (LO4 AS1)

Answer the following questions in your workbook.

a) Why are commercial banks more willing to assist formal businesses with funding than informal businesses?










[2 marks]

b) What forms of assistance will commercial banks be willing to provide? Name three. 
[3 marks]

c) Why would it be unwise for a formal business to approach a microlender rather than a financial institution for finance?









[1 mark]

d) Why is training important for the promotion of entrepreneurship in both formal and informal businesses?










[2 marks]












[Total: 8 marks]

Suggested Solutions (LO4 AS1)

	Question number
	Possible marks
	Solution


	1
	8
	a) The bank would be able to determine the risk of lending to a formal business more accurately. The performance of a formal business is also traceable.                                                                                       [2 marks]
b) Personal loans, overdraft facilities, business loans.
         [3 marks]

c) Microlenders tend to charge high interest rates on microloans. This will increase expenses to the business unnecessarily.
           [1 mark]

d) Training is important so that businesses can learn about proper business practice. It establishes good business ethics, which is to the benefit of all businesses. People who learn how to run a business will stand a bigger chance of success. Those who receive training can transfer their skills to others, which will increase the skills base in the country. Training opens up opportunities for people. (any two facts) 

                                                                                                       [2 marks]




















































