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	Subject content
	What students need to learn:

	1.5.5	External influences

The importance of external influences on business:

· Possible responses by the business to changes in technology, legislation, the economic climate.

	Students need to learn that businesses can be affected by external influences. A business will not have any control over these influences but will need to respond to them.

Businesses will respond to the influences of technology, legislation and the economic climate in different ways. The way in which they respond can lead to their survival, growth, decline or failure.



Key terms in this topic:
· External influence – a factor that is outside the control of a business.
· Legislation – the laws of a country.
· Economic climate - the general state of the regional, national, or global economy.

Key terms – examples
In the space below, write examples to illustrate the key terms 

	Key term
	Examples

	External influence
	


	Legislation
	


	Economic climate
	







Summary of the topic
In the same way that a small business is likely to have to respond to changes in 
internal factors, such as costs, so they are likely to respond to changes in external 
factors. Businesses will be affected by changes in technology, legislation and the economic climate. For example, a business which imports products will be affected by exchange rates but will no influence on what the exchange rates are in the economy. However, the business will need to respond to any chance because if it does not then it can lead to decline, or even business failure.
 
Synoptic links to this topic
This topic links with the following areas of the specification:

· 1.1.1 The dynamic nature of business
· 1.4.2 Business location
· 1.4.3 The marketing mix
· 1.5.2 Technology and business
· 1.5.3 Legislation and business
· 1.5.4 The economy and business

External influences can affect business decisions in a number of different ways. New technology can often be a key reason why entrepreneurs come up with new business ideas and the internet has had a huge impact on deciding where to locate a business.

The way a business promotes its products and services has also been influenced by the growth of how customers are using different types of technology such as social media. Legislation has also become a stronger influence in what a business can say in its promotions. The areas of legislation and the economy are a constant influence in business decisions, and whilst an individual business has no direct influence over these areas, the way the business responds to any changes will be vital for its success.

Case study: Uber
Uber was founded in San Francisco in 2009. Uber is taxi booking system where users download an app which uses GPS technology to locate available drivers. The customer taps the screen to hail a taxi with the fare already being paid by adding credit to the app. Drivers are then paid by Uber for the journey. No money needs to change hands between the passenger and the driver.

Uber’s success has been based on fares being usually lower than with traditional taxi firms. Uber now operates in more than 80 countries and does not directly employ drivers, or own the vehicles so costs are kept low. For drivers, despite the lower fares, there are obvious perks, such as being able to choose your own hours. However, in 2021 many drivers took legal action against Uber in the UK. They claimed that they should be classed as full employees by Uber so they could be offered legal protection in line with UK employment law.

Recently, Uber has pledged to become a fully electric, zero-emission company by 2040, with 100% of rides taking place in zero-emission vehicles. They will do this by helping drivers to use only electric vehicles. This will involve a large investment in new vehicle technology for the company.
Source: adapted from https://www.uber.com/gb/en/about/ 07/04/2022

How this case study illustrates/exemplifies the specification content:
	The case study illustrates ‘external influences’ in a number of ways:
· Uber uses new technology to allow passengers to book taxis using a downloaded app
· Fares are lower than many traditional taxi firms to help customers who may be experiencing a fall in consumer income.
· Legal checks are carried out on all new drivers.
· Drivers in the UK have taken Uber to court to try and gain legal protection in line with UK employment law.
· Uber has pledged to invest in new technology in order to be 100% electric by 2040.



Check your knowledge:
1. What could happen to a business if it failed to keep up to date with employment law?
2. Explain how new technology could lead to a product becoming obsolete.
3. Why would a fall in interest rates make it easier for a business to grow?

Check your knowledge: recall question (previous unit)
1. Who is responsible for setting interest rates in the UK?
2. Give two reasons why high inflation rates could be bad for a business.
3. Why could high unemployment be a good for a business?

What have you remembered so far
	Question
	True
	False

	New technology can lead to new business ideas
	
	

	Health and safety is covered by employment law
	
	

	Changes in exchange rates only affects businesses that export products
	
	



Exam Questions

1. Multiple choice 
Which two of the following are covered by employment law?
Select two answers

A	Recruitment
B	Motivation
C	Pay
D	Exchange rates
E	Consumer rights

2. Explain one drawback to a business to a change in legislation. (3)

3. Outline one impact on Uber of a fall in consumer income. (2)

4.  Analyse the likely impact on Uber of an increase in the rate of inflation. (6)

5. Evaluate the importance of new technology on Uber’s pledge to be a zero-emission company by 2040. You should use the information provided as well as your knowledge of business. (12 marks)






