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6. External influences on business activity

IGCSE Business Studies Name:

1. During a recession, most businesses experience:
O falling demand and lower sales
O rising demand
O higher profits

O labour shortages

2. Pollution from a factory that harms the local community is an example of:

O an external cost
O a fixed cost
O an internal benefit

O value added

3. Globalisation refers to:
O the growing connection of the world’s economies
O a single country’s economy
O a fall in world trade
O a type of tax
4. Inflation is most likely to:
O raise a firm’s costs and reduce customers’ spending power
O lower a firm’s costs
O raise real incomes

O have no effect

5. Sustainable business activity means meeting today’s needs:
O without harming future generations
O at the lowest possible price
O by ignoring the environment

O only through exports

6. Which are examples of ethical business behaviour? (Select all that apply.)
O paying workers fairly

O avoiding child labour
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O sourcing responsibly
O dumping waste illegally
Tick every correct option.
7. Higher interest rates tend to reduce consumer spending and borrowing.
O True O False
8. Pressure groups can influence businesses through campaigns and bad publicity.
O True O False
9. Free trade tends to lower prices and increase choice for consumers.

O True O False

10. The phase of the business cycle with falling output and rising unemployment is a

IGCSE Business Studies - Starter quiz /Nl @

6.

External influences on business activity

IGCSE Business Studies

1.

10.

falling demand and lower sales

A recession cuts demand and sales.

. an external cost

External costs fall on society, not just the business.

. the growing connection of the world’s economies

Globalisation links economies through trade, investment and technology.

. raise a firm’s costs and reduce customers’ spending power

Inflation pushes up costs and erodes spending power.

. without harming future generations

Sustainability protects the ability of the future to meet its needs.

. paying workers fairly; avoiding child labour; sourcing responsibly

Dumping waste illegally is unethical (and illegal).
True

Dearer borrowing cuts spending and demand.
True

Negative publicity can hit sales and force change.
True

Removing barriers widens choice and lowers prices.

recession

A recession is the downturn phase.

IGCSE Business Studies - Starter quiz {7/l @
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6.1 Economic issues

Name: Class: Date: Total: 20 marks

KEY WORDS recession 142 o business cycle 227 Ji1l] o inflation il 15 J# /K « boom %5
o growth Hi K

Objective

Build the skills to answer exam questions on economic issues 2357 |7]# — the business
cycle 475 E ], and how taxation, interest rates, inflation, unemployment and

exchange rates Bifi. FIF, @RI, Kk, % affect business.

You must be able to:

o describe the stages of the business cycle
o explain how each economic factor affects a business
« analyse how a business should respond to economic change

1 Worked examples

B The business cycle and economic factors

boom

!

growth

recession

recovery

output (GDP)

slump

time

growth - boom - recession - slump - recovery

External influences are outside the business’s control

e Cycle: growth K — boom %7 — recession FiE — slump sk —
recovery & 7.

IGCSE Business Studies o 6.1 Economic issues @
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« Higher taxes — less spending, lower profit. Higher interest rates — dearer
loans, less investment and spending.

o Inflation % iZHk — higher costs. High unemployment — lower sales but
casier hiring.

Answer shapes: K + App + An + Ev (a justified judgement, for “do you think”
questions).

2 Practice

2.1 State the five stages of the business cycle. 2]
2.2 State one effect on a business of a rise in interest rates. 2]
2.3 Define the term inflation. 2]

3 Exam-style questions

3.1 Identify two ways a business might respond to a recession.

IGCSE Business Studies o 6.1 Economic issues @
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3.2 Explain two effects on a business of a rise in interest rates. 6] Solutions

IGCSE Business answers are marked by level of response: award K knowledge, App
application, An analysis and Ev a justified judgement.

2.1 growth, boom, recession, slump, recovery (2 for all five; 1 for a partial list).

2.2 any one developed effect: loans become dearer so firms invest less; customers borrow
and spend less, so sales fall (2 for a developed effect; 1 for a basic one).

2.3 a general, sustained rise in prices (2 for a clear definition; 1 for a partial idea).

3.1 any two of: cut costs; lower prices; sell cheaper products; reduce staff (1 + 1).

3.2 [6] For each of two effects: K 1 + An up to 2 — e.g. dearer borrowing: a firm with
loans pays more interest — lower profit, and it may delay buying new machines. Lower

customer spending: customers’ loans cost more — they spend less — the firm’s sales fall.

3.3 Do you think a recession is always bad for every business? Justify your answer. [6] ’
Maximum 3 each.

3.3 [6] Both sides + judgement. Bad for most: lower spending means falling sales and
profit, and some firms close. Not always: sellers of cheap, essential goods (e.g. budget
supermarkets) may gain as customers switch to them. Judgement (Ev): a recession
harms most businesses, but those selling cheap necessities can do well — so it depends
on what the business sells.

IGCSE Business Studies o 6.1 Economic issues @ IGCSE Business Studies ¢ 6.1 Economic issues @
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3

STB is a public limited company. It uses job production to build houses. In 2024 the business built
13500 houses. STB has many stakeholder groups including its 5000 employees. The Managing
Director knows business activity can affect the environment and that there are many reasons why
a business should respond to environmental pressures. She also wants to know how economic
growth might affect STB.

(a)

(b)

()

Identify two ways business activity can affect the environment.

VA T ettt e e e e et nre e

Identify two reasons why a business should respond to environmental pressures.

[ CST= 1T o] o T U PPRPRRSRPRt

Outline two ways economic growth might affect STB.

L= 2 SRR
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(d)

(e)

Explain two benefits to STB of using job production.

BeNE it T oo e e e e e e e e e e e et ————raaaaaaeaaeaaannnaees

Do you think employees are the most important stakeholder group for a manufacturing business?
Justify your answer.
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NSL is a business based in country X. It manufactures food products including bread and breakfast
cereals. NSL uses lean production in its factory. Maintaining quality is important. NSL imports 15%
of its raw materials. Changes in country X’s exchange rate can affect businesses which import raw
materials. NSL’s Marketing Manager knows the business should respond to changes in consumer
spending patterns. She is aware that market research can be used to help make business decisions.

(@)

(b)

(c)

Identify one way each of the following changes in country X’s exchange rate might affect
businesses which import raw materials.

[0 7=Y o] =Y o1 =1 o o S OPSUSR

Identify two reasons why consumer spending patterns might change.

[ CET= 1T o] o T PR PPPPRTRSRPORt

Outline two reasons why maintaining quality is important for NSL.

(R EY= 1T o S UTTRRRRRRSRPIRt
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(d)

(e)

Explain two benefits to NSL of using lean production.

[22=T LY i1 A SO UPURURRRRRRRRORt

Explain two methods of market research a business could use to help make business decisions.
Which is likely to be the best method for a manufacturing business to use? Justify your answer.



Name:(  }————— IGCSE Business Studies: s25 21

4 (a) Explain one effect on PF of the increase in each of the two taxes outlined in Appendix 2.

TaX ON PEOPIE'S INCOME: ...niiiiiiiiiiii ettt et e et e e e e anbe e e e e e nbe e e e e ntaeeeean

Name:(  }————— |GCSE Business Studies: 525 21

(b) Using Appendix 3 and other information, consider PF’s financial position in 2025 and forecast
financial position in 2026. Do you think Philip’s sister should invest in PF? Justify your answer
using suitable calculations.
202D, Lo b b e bt et bttt ettt n et eeane e
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4 (a) Explain two possible effects on TSE of the business cycle in country P moving into the

recession stage.

EffECt 1 e

Name:( )} ————— |GCSE Business Studies: 525 22

(b) Using Appendix 3 and other information, consider the extracts from the income statements
for the two companies in country P. Which company should TSE take over? Justify your

answer using suitable calculations.

(7073310 =1 0}V SRR
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4 (a) Explain two ways the information in the government report outlined in Appendix 3 might affect (b) Consider the following two methods of motivation that Jemi could use. Which method should
Jemi’s restaurant. Jemi choose to use? Justify your answer.
L AT 12 OSSO PRSP PRR PRSP *  Job enrichment

. Discount on meals in Jemi’s restaurant

JOD BNMICAMENT: ..t a e

EXPIaN@tioN: ... et r e e et e e e e e nneas
VB 2 e L ——
Discount on meals in Jemi’'s restaurant: ............ccccooiiiiiiiiiiiiiiie e

EXPIANGLION: ..ottt e e a e e
LBl | ettt
RECOMMENAALION: ..ot e e e e e e e e e e e e e e e e e aaeaas
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6.2 Environmental and ethical issues

Name: Class: Date: Total: 20 marks

KEY WORDS sustainable development 11§
o pressure group [ JJ4{A « external benefits

)& o external costs #MSa AR
Plisi o pollution 75t

Objective

Build the skills to answer exam questions on environmental and ethical issues ¥f
1 5B Bl — external costs and benefits #h A 5 4 EBIL 5, sustainable
development T[{%4% % %, pressure groups /& JJF{&, and ethics versus profit 1§
12 55 F131.

You must be able to:

« distinguish external costs from external benefits
o explain sustainable development and the role of pressure groups
« analyse the conflict between ethical behaviour and profit

1 Worked examples

B External costs and benefits

external costs
pollution,
noise, traffic

activity

a business
\

external benefits

felt by other new jobs,
people, not the firm better roads

Some effects of business fall on people who are not part of the deal

« External costs #pHR7A: paid by others/society — pollution 53, noise,
traffic.

« External benefits M35 gains for others — new jobs, better roads.

o Sustainable development W] #4% % & meeting today’s needs without harming
the future.

o Pressure groups JE /A {&: try to influence firms (media, boycotts). Ethics
can cost more now but win loyalty later.

IGCSE Business Studies o 6.2 Environmental ai cal issues @

Answer shapes: K + App + An + Ev (a justified judgement, for “do you think”
questions).

2 Practice

2.1 Define the term external cost.

2.2 Identify two external costs of a business building a new factory.

2.3 Define the term sustainable development.

3 Exam-style questions

3.1 Identify two ways a business could reduce its harm to the environment.

3.2 Explain two ways a pressure group could influence a business.

IGCSE Business Studies o 6.2 Environmental ai cal issues @
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3.3 Do you think a business should behave ethically even if it reduces its profit? Justify

your answer.

IGCSE Business Studies o 6.2 Environmental ai

@)

cal issues

6

Solutions

IGCSE Business answers are marked by level of response: award K knowledge, App
application, An analysis and Ev a justified judgement.

2.1 a cost of a business’s activity that is paid by other people or by society, not by the
business (e.g. pollution) (2 for a clear definition; 1 for a partial idea).

2.2 any two of: pollution; noise; heavy traffic; loss of green space (1 + 1).

2.3 meeting today’s needs without harming the ability of future people to meet their own
needs (2 for a clear definition; 1 for a partial idea).

3.1 any two of: recycle; use clean energy; use less packaging; cut waste (1 + 1).

3.2 [6] For each of two ways: K 1 + An up to 2 — e.g. bad publicity: a group uses
the media to expose pollution — customers may boycott the firm — the firm changes
to protect its image. Protests/boycotts: a boycott cuts sales — the firm acts to win
customers back. Maximum 3 each.

3.3 /6] Both sides + judgement. For ethical behaviour: fair pay and safe products
win loyal customers and a good name, raising long-term profit, and avoid fines and bad
publicity. Against: ethical actions (better pay, cleaner methods) cost more in the short
term, lowering profit. Judgement (Ev): acting ethically can reduce short-term profit
but usually pays off long-term through reputation and loyalty — whether it is worth it
depends on the cost and how much customers value ethics.

IGCSE Business Studies o 6.2 Environmental ai cal issues @

@
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4

MTL is a large business which sells children’s toys. MTL wants to act ethically with all of its
stakeholder groups including its 430 employees. The market MTL operates in has become more
competitive. The business uses a range of methods to promote its products. Having a good brand
image is important. MTL'’s directors are considering entering a new market in another country. They
are aware there may be problems if they choose to do this.

(a)

(b)

(c)

Define ‘brand image’.

........................................................................................................................................... [2]
Identify two reasons why some markets have become more competitive.

[RCT= Yo o N S POPUPPPR
REASON 2: ...t e e e e e e e e e e e e et e e e e aaaaaaeanrres
........................................................................................................................................... [2]
Outline one way MTL could act ethically with each of the following stakeholder groups:
EMIPIOYEES: .o e nne s
(010153 (o]0 0 1= £ PR PRPUUPPPRN
........................................................................................................................................... [4]
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(d)

(e)

Explain two problems MTL might have when entering a new market in another country.
[ o) o1 1= o o e U PRUPUPPP

Explain two methods of promotion a business might use for its products. Which method is
likely to be the best for a large business to use? Justify your answer.
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PKN manufactures glass. Contributing to sustainable development is important to the business.
PKN has factories in 30 countries. It has 27 000 employees. The Managing Director knows PKN
has benefited from globalisation. She plans to expand the business using external growth. Retained
profit is one source of finance a business could use to fund expansion. Some of PKN’s directors
are concerned about possible diseconomies of scale as the business grows.

(a)

(b)

()

Identify two methods of external growth a business might use.

1Y/ =1 { g To o B PP PPRPRRRRTRPRPORt

Identify two reasons for globalisation.

[ CST= 1o o T PSR

Outline two ways PKN could contribute to sustainable development.

L= 2 S PPPPRRT

Name:( )} ————— |GCSE Business Studies: 525 11

(d)

(e)

Explain two diseconomies of scale which might affect PKN as it grows.
DISECONOMY T ettt e e et e e e ettt e e e et e e e e enteeaeaennneeas

Do you think the advantages of using retained profits to fund business expansion are greater
than the disadvantages? Justify your answer.
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4 MHL manufactures tyres for large vehicles. It has factories in 6 countries. The business creates
external costs when producing its products. Good communication with MHL'’s suppliers is important.
The Managing Director knows globalisation provides many opportunities for MHL. She is reviewing
data for one of MHL'’s factories as she wants to reduce the average cost of the tyres. An extract
from this data is shown in Table 4.1.

Table 4.1
Data for one of MHL's factories
Output per month (units) 200000
Fixed costs per month $500000
Variable cost per unit $25

(a) Define ‘average cost'.

........................................................................................................................................... [2]
(b) Calculate total variable cost per month. Show your working.

WWOTKING: ettt e e s s e e s re e sae e see

FINAl @NSWET: ..ttt ettt e e et e e e et e e e e nreeaeaenneeeas [2]
(c) Outline two external costs MHL might create when producing its products.

EXIErNal COSt T: ..

EXTEINAl COSE 21 ...ttt e ettt e e e e e e e e e e e e e ennaeeas

.................................................................................................................................. [4]
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(d)

(e)

Explain two opportunities of globalisation for MHL.
(O] o] oTe] 1 (¥ o114V (PR SRPUUPPPRN

Explain two methods of communication a business could use to communicate with its suppliers.
Which is likely to be the best method to use? Justify your answer.
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2

SNT is an ethical business. It manufactures a range of soft drinks using batch production. In 2023
SNT produced 300 000 bottles of soft drinks each week. There are many factors which affect how
much inventory the business should hold. SNT’s directors are planning to expand the business into
new markets in other countries by forming a joint venture. They are considering licensing as another
way to help overcome the potential problems of entering these new markets.

(a) Define ‘licensing’.

........................................................................................................................................... [2]
(b) Identify two factors which might affect how much inventory a business should hold.

= o1 (o] i SO EUPRPPPRP

L= o1 (o] ST PPTUPRPPPRP

........................................................................................................................................... [2]
(c) Outline two benefits to SNT of using batch production.

BENEfit T e

BeNefit 2 . e

........................................................................................................................................... [4]
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(d) Explain one advantage and one disadvantage to SNT of forming a joint venture when entering
new markets in other countries.

AGVANTAGE. ot

(e) Do you think the advantages to a business of being ethical are greater than the disadvantages?
Justify your answer.
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4

CFG is a social enterprise. It buys cocoa beans from local farmers and then uses the beans to
make chocolate. Being ethical is important to the business. CFG has developed a new chocolate
bar. The Marketing Manager plans to use skimming as its pricing method, and retailers as its
distribution channel for the new product. He knows there are many legal controls over marketing
that might affect a business.

(a) Define ‘social enterprise’.

........................................................................................................................................... [2]
(b) Identify two ways legal controls over marketing might affect a business.

L ATt TP UPP PRI

VY 2 ettt ettt e e e ha e e e e e abee e e e e R bt ee e e e naeeaeaannaeaeaanraeaaaan

........................................................................................................................................... [2]

(c) Outline one advantage and one disadvantage to CFG of using skimming as its pricing method.
AQVANTAGE: ... et

Name:(  }————— |GCSE Business Studies: 524 11

(d) Explain one advantage and one disadvantage to CFG of using retailers as its distribution

channel for the new product.

LYo (V7= g = To [ TP PPPPPPPPP
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gi% Business and the international econ-

Total: 19 marks

Name: Class: Date:

KEY WORDS multinational % [E /7] o tariffs X o globalisation 4xEf{l, « exchange rates j| %
o import JF [T

Objective

Build the skills to answer exam questions on business and the international economy
M 5 EFR&E — globalisation 4:¥k{k, multinational companies % [E /)7, and
how exchange rates [ 3% affect trade.

You must be able to:

o define globalisation and explain why it has grown
o describe the benefits and drawbacks of multinationals
o explain how a change in the exchange rate affects importers and exporters

1 Worked examples

B Exchange rates and trade

stronger currency weaker currency
(rises in value) (falls in value)

} !

imports cheaper exports cheaper
exports dearer imports dearer

SPICED: Strong Pound = Imports Cheaper, Exports Dearer

SPICED: Strong Pound — Imports Cheaper, Ezxports Dearer

« Globalisation 4¥ffk: growing trade and movement of goods, money and people
— grown from cheaper transport, the internet, fewer tariffs Jfi.

o Multinational #[F /> &]: makes/sells in more than one country — brings jobs
and investment, but profits may leave and local firms may be forced out.

e Stronger currency — exports dearer, imports cheaper. Weaker currency —
exports cheaper, imports dearer.

Answer shapes: K + App + An + Ev (a justified judgement, for “do you think”
questions).

IGCSE Business Studies ¢ 6.3 Business and the wtional economy @

®

2 Practice

2.1 Define the term globalisation.

2.2 Define the term multinational company.

2.3 State the effect of a weaker currency on the price of exports.

3 Exam-style questions

3.1 Identify two benefits to a country of a multinational company locating there.

3.2 Explain two drawbacks to a country of a multinational company locating there.

IGCSE Business Studies ¢ 6.3 Business and the ational economy



3.3 A country’s currency has become stronger. Do you think this is good for a business

that exports most of its goods? Justify your answer.

IGCSE Business Studies o 6.3 Business and the

®

wtional economy

6

Solutions

IGCSE Business answers are marked by level of response: award K knowledge, App
application, An analysis and Ev a justified judgement.

2.1 the growing trade and movement of goods, money and people between countries, so
the world acts more like one market (2 for a clear definition; 1 for a partial idea).

2.2 a company that makes or sells its products in more than one country (2 for a clear
definition; 1 for a partial idea).

2.3 exports become cheaper (to foreign buyers) (1).

3.1 any two of: new jobs and training; investment and technology; more choice and lower
prices; more tax (1 + 1).

3.2 [6] For each of two drawbacks: K 1 + An up to 2 — e.g. profits leave: the multina-
tional sends profits back to its home country — less money stays in the local economy.
Local firms forced out: a large, cheap multinational — small local firms cannot compete
and close. Maximum 3 each.

3.3 /6] Both sides + judgement. Bad for an exporter: a stronger currency makes its
exports dearer for foreign buyers — they buy less — sales and profit fall. Some good:
any imported materials become cheaper, lowering costs. Judgement (Ev): a stronger
currency is mostly bad for an exporter because its main sales abroad fall, though cheaper
imported inputs help a little so overall it depends on how much the firm relies on
exports versus imported materials.

IGCSE Business Studies ¢ 6.3 Business and the itional economy @
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1 BEl is a multinational company. It manufactures aeroplanes. Quality assurance is important. BEI
has 5000 employees. BEI’s directors have announced plans to reduce the size of its workforce
(downsize). The Human Resources Director is considering which employees to make redundant.

Information about employee A can be found in Table 1.1.

Table 1.1

Information about employee A

» Worked at BEI for 1 year

» Worked at another manufacturing business for 12 years
* Able to use most of the machines at BEI

« Often late for work

» Popular with other employees

« Left school with 2 IGCSEs

(a) Define ‘quality assurance’.

(b) Identify two reasons why a business might reduce the size of its workforce.

[ T= 1= o] o T PSR

Name:(  }————— IGCSE Business Studies: w25 12

(c) Outline, with reference to BEI, the difference between redundancy and dismissal.

(d) Explain one advantage and one disadvantage of BEI making employee A redundant.

F e 1= g = To [ TP PPP PRI
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(e) Explain two possible benefits to a country of a multinational company locating there. Which 1 KPX manufactures computers. The business imports 60% of its raw materials. The Operations
benefit is likely to be the most important? Justify your answer. Director is considering ways to use lean production methods in KPX's factory. The Finance Director
is reviewing KPX'’s financial data to calculate the value of its expenses. An extract is shown in Table
........................................................................................................................................... 1.1.
........................................................................................................................................... Table 1.1
........................................................................................................................................... EXtraCt from KPX‘S finanCiaI data for 2024 ($ mllllon)
Revenue 750
........................................................................................................................................... Costof sates 260
........................................................................................................................................... Gross profit 390
........................................................................................................................................... Profit 20

(a) Identify two reasons why a business might import raw materials.

R LEY= 1T o] o M SRRSOt

(b) Calculate KPX’s expenses in 2024. Show your working.

LA o 4212 T PR PPP ORI

FINAl @NSWET: ...ttt ettt e ettt e st e e ne e e e e en [2]

(c) Outline two ways KPX’s Finance Director could use the financial data in Table 1.1.

L ATVt PP PPPPPTTPI
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(d) Explain two methods of lean production KPX could use.

1Y =1 (g ToTo I SO PURTRRRRRRRRRPORt

(e) Explain two reasons why profit is important for a business. Which reason is likely to be the
most important? Justify your answer.

Name:(  }————— |GCSE Business Studies: 525 22

1

(a) Explain one way each of the following problems might affect TSE when entering a new market
in another country.

CURUPal diffErENCES: .....eiiieiiee ettt e e e et e e et e e e e e e e e e earaaeeaaans
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(b) Consider the following two benefits for TSE of having a well-motivated workforce. Which
benefit is likely to be the most important to TSE? Justify your answer.

. Reduced absenteeism
. Lower labour turnover

Reduced abSENTEEISIM: .......coiiiieeeee e e e e

Name:(  }———— IGCSE Business Studies: w24 11

4

FSW is a multinational company with operations in 6 countries. It manufactures steel for use in the
construction industry. Quality assurance is used to ensure quality production. FSW has many
stakeholder groups who are interested in its activities. The Managing Director knows FSW’s business
creates external costs. She is aware that pressure groups try to influence business decisions.

(a) Define ‘external costs’.

(b) Identify one objective each of the following stakeholder groups might have:

EMIPIOYEES: ..ottt e e e neeeas

(c) Identify four ways a pressure group might try to influence business decisions.

VY T e e
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(d) Explain one possible benefit and one possible drawback to a country of having FSW (a
multinational company) operating there.

[T 0= {1 SO SO POPUPPPRRP

(e) Do you think quality assurance is the best way for a business to achieve quality production?
Justify your answer.

Name:(  }————— IGCSE Business Studies: w24 22

3

(a) Explain one way each of the following stakeholder groups might be affected by a business
becoming a multinational company.

Effect 0n Shar€hOlders: .........oviiiieece e
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(b) Using Appendix 2 and other information, consider the two countries BB could choose to locate
its first new factory. Which country should BB choose? Justify your answer.

(070 U 013 PSP

Name:(  }————— IGCSE Business Studies: w24 22

4

(a) Explain two reasons why BB might want to sell its products in new markets in other countries.

R EET= 1T o] o N SO EUURUTRRRRRORRORt
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(b) Using Appendix 3 and other information, consider BB’s financial performance compared to its
main competitor. Do you think BB'’s financial performance is better than its competitor? Justify
your answer using appropriate calculations.
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