
TOPIC 1.5: External Influences on Business 

Impact of Technology 

E-commerce Business can sell products 24/7 across a larger geographical area. Also reduces fixed costs as less stores needed. 

Social media  Offers a low-cost option for business to advertise products (e.g. Instagram). 

Digital payment systems More convenient for customers if they can pay on their card, so they are more likely to return. Reduced cost of cash 
collections, however there is often a fee the business must pay for card transactions. 

Digital communication Examples include Microsoft Teams, Email – staff can work from home which means less office space is needed. 

Internal stakeholders External stakeholders Examples of stakeholder conflict 

Owners and shareholders: receive dividends if 
business makes a profit. 
Managers: likely to be motivated by career 
progression.
Staff: want to be paid on time and have job 
satisfaction, good working conditions. 

Suppliers: want to be paid on time
Customers: value for money, good quality
Local community: business may provide jobs
Government: collects tax from business
Pressure groups: may force the business to 
make a change (e.g. stop testing on animals) 

Owners and staff: staff may demand a pay rise, 
but owners may not want to offer this as it could 
reduce the profit. 
Owners and suppliers: suppliers will want to be 
paid as possible, businesses may want to pay 
layer to improve cash flow. 

Impact of Legislation 

Consumer 
Rights Act 
(2015)

Must offer replacements or repairs within 30 days
Increased quality checks may be needed
Following this legislation improves reputation 

Health 
and Safety 
Act (1974)

Employees may need to attend training courses (travel 
and accomodation costs). 
Employees feel looked after if law is followed
Less ikely to be prosecuted in event of accident

Pay (e.g. 
living 
wage)

Increases to living wage increase variable costs 
May need to increase prices to cover higher wages
Employee motivation may increase 

Equality 
Act (2010) 

Businesses cannot recruit or promote based on 
characteristics such as gender, age, sexuality.
May need to make reasonable adjustments e.g. 
wheelchair access for disabled staff. 

Impact of Economic Change  

Consumer 
income falls

Less sales, as people have less disposable income. Prices 
may have to be lowered. 

Interest rates 
rise

Higher fixed costs, consumers may have less disposable 
income as they are paying more on their mortgage. 

Inflation Increases in prices over time – consumers have less 
disposable income, and cost of materials rises. 

Tax cuts If taxes are reduced, consumers have more disposable 
income, and the business can keep more of its profit. 

Strong pound Cheaper to import raw materials = lower variable costs 
British goods become more expensive abroad 

Weak pound More expensive to import materials, British goods seem 
cheaper abroad so more people may buy them.
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