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  2 

 In� uences on 
business

All businesses exist within an external environment. 
This environment can affect businesses and infl uence 
how they operate. Successful businesses are those that 
can adapt to changes in their external environment and 
ensure that they remain competitive. In this chapter we 
shall see how changes in technology, legislation (or laws), 
the natural environment and the economy can all impact 
on businesses. We shall look at how other developments 
such as globalisation and increased awareness of ethical 
behaviour have affected the behaviour of businesses. This 
chapter also considers how businesses have responded to 
changes in their external environment.
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Topic  2.1 

Technological 
in� uence on 
business activity

Technology is playing an increasingly important role in the activities of 
many businesses. This is true of all businesses and not just those, such 
as Samsung, which sell technology products. This topic considers how 
developments in technology have infl uenced the way businesses operate. 

By the end of this topic you should understand:

� how changes in technology affect businesses

� how technology is used in the workplace and in selling goods and services

� how businesses use digital and social media to communicate with customers

� the advantages and disadvantages of using new technology for businesses 
and stakeholders.

� How changes in technology affect 
businesses

Changes in technology are having huge effects on many industries. Some 
developments in technology could revolutionise entire industries. The 
development of effi cient battery technology could see a huge growth in the 
production and use of electric cars, for instance. This will clearly have enormous 
effects on businesses that manufacture cars. However, oil companies, such as BP, 
could experience a signifi cant drop in demand for oil, petrol and diesel as a result.

Changes in technology affect the products that businesses produce and 
the ways in which they produce them. New technology can make some 
industries obsolete while creating new ones. Some analysts think that the 
rate of technological change is likely to become more rapid and the effects on 
businesses even greater.
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 2.1  Technological influence on business activity

Changes in technology affect businesses in three broad ways:
� by enabling businesses to create new products
� by allowing the use of new methods of production within the workplace
� by changing the ways in which goods and services are sold.

Technology and new products
An increasing number of products bought by UK consumers are based on 
developments in technology. Customers want products such as smartphones 
and curved-screen televisions. To be successful, businesses have to meet 
these needs as well as use technological changes to create new and desirable 
products. Changes in technology have led some businesses to stop producing 
certain products and begin supplying others. For example, in the past fi rms 
such as Kodak supplied fi lm for use in cameras. The introduction of digital 
cameras meant that demand for fi lm declined. Kodak now supplies other 
products, including printers. 

Rapid changes in technology mean that businesses have to be prepared to 
develop new products continuously. This is particularly important in industries 
such as computing and mobile telephones where the pace of technological 
change is rapid. Businesses such as Apple and Lenovo spend vast sums of 
money using the latest technology to develop new products. In 2016 Apple 
was thought to be working on the development of an electric, self-driving car. 
This product would use the latest software and battery technology. 

Because most people have 
mobile phones, relatively 
few public telephones 
remain. BT supplies new 
products such as mobile 
telephone and broadband 
services

Features in the book:

The topic 
overview 
summarises 
the content so 
that students 
can track 
their learning 
through the 
course

Accessible 
explanations 
are  illustrated 
by recent 
and relevant 
business 
examples
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2 Influences on business

Technology and new production methods
Developments in technology offer businesses new and more effi cient ways to 
produce goods and services. Technology can be used to replace employees in 
the production of many goods. Some businesses use technology to design new 
products and robots to produce the products. This can reduce costs and allow 
new products to be developed more quickly. 

Technology can also help to reduce waste. Apples are being stored in the 
UK using sensors to control ripening and to detect any problems with the 
fruit. This means fewer are thrown away and consumers receive better 
quality fruit.

Even the smallest businesses use technology in production. For example, most 
businesses use spreadsheets to record financial data or machines to wrap and 
label their products. 

Business insight: Blue Prism Group plc

UK businesses employ people to carry out millions 
of routine administrative tasks. For example, when 
a customer of a mobile phone service provider (such 
as Vodafone) wants to move an old phone number 
to a new SIM card, it requires a lot of simple tasks. 
Someone has to update numerous databases, often 
by cutting and pasting information. Such routine tasks 
can often be completed more quickly and accurately 
by a machine. 

Blue Prism describes itself as a company that 
develops ‘software robots’ – a virtual workforce for 
businesses. Software robots can, for example, be 
designed to respond to enquiries from customers 
and other stakeholders. The most advanced software 

robots send diffi cult questions to employees and learn 
from the responses. The software is programmed 
in the light of the human answers, so that when 
the question is asked again the software knows 
the answer. As a result, software performance 
improves over time – and the business’s labour costs 
are reduced. 

The Blue Prism Group works with more than 100 
businesses in a range of industries, including O2, 
World Hotels and the National Health Service.

1 Analyse why Blue Prism’s products are likely 
to be very popular with many other businesses 
in the UK. (6 marks)

Technology and buying goods and services
We will see later in this topic that consumers are changing the way they buy 
goods and services. Businesses now sell fewer products through physical shops. 
Increasingly, consumers are using the internet to buy the goods and services 
that they require. More than 75% of consumers in the UK use the internet 
either to buy goods and services or to compare products. A large proportion 
of shopping online is carried out using smartphones. Many businesses have 
established websites to sell their products and others have closed at least some 
of their shops. Retailers such as Amazon and ASOS, which sell online only, 
have enjoyed large rises in sales. 

� The use of technology in the workplace
Businesses use technology throughout the workplace to carry out a range of 
very different activities. 
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Administration
Technology has played an increasing role in the administration of most 
businesses in recent years. It is very common for a business to use computer 
programs to manage its information.
� Spreadsheets. Spreadsheets such as Excel are used to carry out calculations. 

For example, the managers of a small shop may use a spreadsheet to calculate 
the total cost of goods bought in for re-sale. This information can be used to 
prepare fi nancial records.

� Databases. This type of program is used to store information about customers, 
products, suppliers and many other types of data. It can be searched to select 
relevant information. Databases can replace fi ling cabinets and provide a 
cost-effective way of storing and retrieving large amounts of information.

� Word processing packages. This form of technology can be used to process 
information. Packages such as Word can be used to create and edit fi les of 
information. These fi les can easily be sent to other people inside or outside 
the business. 

� Financial accounting packages. All businesses need to keep records of 
their fi nances. Companies have to produce fi nancial accounts every year. 
Financial accounting packages can take information about a business’s 
income and expenditure and conduct the necessary calculations and present 
the results in the required formats. 

Websites

Online tests

Uses of technology in the
workplace

Stock control Communication

Recruitment Administration

Predictions of sales 

JIT (just-in-time
manufacturing)

Managing suppliers
and supplies 

Advertising and
other promotion

Website design

Intranets and extranets

Video conferencing

Databases of
applicants

Calculations
(spreadsheets)

Process and information
(word processing) 

Storing data (database)

Figure 2.1 A summary of the use of technology in the workplace

Business 
 insight  provides 
up-to-date 
examples with 
questions 
that enable 
students to 
apply their 
knowledge to 
real business 
issues and 
contexts

Clear  diagrams aid 
understanding and 
support revision

Features in the book:
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2 Influences on business

Communication
Businesses use technology to make communication quicker and more effi cient. 
Technology used for communication is called information and communications 
technology, or ICT. The development of the internet transformed ICT as 
businesses have made extensive use of email and developed websites. These are 
used to promote and sell products and to collect information from customers 
and other stakeholders. 

Businesses use a variety of computer packages to improve their internal 
communication as well as that with stakeholders. These include those described 
previously, such as spreadsheets, as well as the following:
� Presentations. Managers in businesses have to make presentations to 

employees as well as to other stakeholders. For example, managers may 
use software packages such as PowerPoint to make a presentation on the 
company’s fi nancial performance to shareholders.

� Video-conferencing. Video-conferencing is the use of computers to provide 
a link between two or more people. It allows people to see as well as hear 
one another. This is very cost effective for businesses that have people in 
different locations as it avoids the time and expense of travelling. Businesses 
can also use this technology to communicate with customers and suppliers.

� Computer networks. Networking computers allows them to communicate 
with each other. This allows users to access data, such as customer records, 
stock levels or sales fi gures, wherever they are. 

� Advertising and promotion. Promotion refers to the different ways in which 
businesses try to communicate with their customers. We look at promotion in 
more detail on pages X–X. Advertising is one type of promotion. Technology 
such as computer graphics packages is used to create and manipulate 
images on computers. Such packages allow businesses to design images 
for promotion cheaply and easily, for example by editing photographs. This 
type of task can often be completed ‘in house’ rather than being outsourced 
to other businesses. The use of graphics packages can help to improve the 
business’s communication with its customers.

� Website design packages. Businesses in the UK can create websites that 
can be used for promoting the business, gathering customers’ opinions 
and selling products. A professionally designed 
website can cost as little as £1,000 to create using 
modern design software. Most UK businesses 
operate websites; in 2015 more than 75% of small 
businesses in the UK had a website.

Key terms

Information and 
communications 
technology (ICT) refers 
to the computing and 
communications systems 
that a business might use 
to exchange information 
with stakeholders.

Stakeholders 
are individuals and 
organisations that are 
affected by, and affect, the 
activities of a business.

Video-conferencing 
is the use of computers 
to provide a video link 
between two or more 
people.

Promotion refers to 
the different ways in 
which businesses try to 
communicate with their 
customers.

Study tip

These bullet points 
describe a range of 
computer packages 
used in the workplace. 
Although you need 
knowledge of these, you 
are not expected to be 
familiar with any specifi c 
brand of computer 
software.

Technology has replaced reception staff 
for many businesses. Computer software 
can create e-receptionists to answer 
phones, direct calls and take messages
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Many larger businesses operate intranets, which are private communication 
networks accessible only by the business’s employees. Some businesses use 
extranets, which are similar but accessible by other selected stakeholders, such 
as suppliers. Employees can use these mini-internets to communicate with each 
other, to monitor production and the quality of goods and services, and to place 
orders with suppliers. Intranets can provide access to many types of information 
that employees need and can replace vast amounts of paperwork. For example, 
intranets might include training videos or discussion groups aimed at improving 
how the business operates. Some hospitals use extranets to give local doctors 
access to a booking system so they can make appointments for their patients. 

Recruitment
To appoint new employees it is necessary for a business to encourage suitably 
skilled people to apply for jobs. The business then has to select the best people 
from those who do apply. Technology can make this process more effi cient as 
well as reducing its costs. We look at recruitment in more detail in Chapter 6.

Advertising jobs
Businesses can use their websites to advertise jobs that are available. People 
who are interested in working for a particular business will frequently look at 
the website to see what work is available. The fi gure shows a page from Tesco’s 
website which advertises the company’s vacancies. 

It is common for businesses to invite applicants to complete online forms which 
are used to decide who should be considered further for employment. Businesses 
may also have databases of people who have previously applied for jobs. They 
can search these for suitable applicants and invite them to apply again. 

Many businesses use online tests to see whether applicants are suitable for 
employment. For example, people applying to work as shop assistants are often 
asked to complete online tests. These assess an applicant’s personality, as well as 
their numerical and reasoning skills. The results of these tests help businesses to 
manage large numbers of applicants efficiently and without paying high costs.

Stock control
Businesses hold stocks of raw materials and components that are needed for 
production. For example, a clothes manufacturer will hold stocks of cloth, 
buttons, zips and thread. Businesses also hold stocks of fi nished but unsold 
products. These are necessary to ensure that customers can be supplied at 
short notice. Holding stock is expensive, so businesses attempt to minimise 
it. However, it is vital that businesses have stock available when required. 
Technology can help to manage stock by allowing fi rms to have just enough 
stock available. This helps to keep costs as low as possible.

Key term

Recruitment is the 
process of fi nding 
and appointing new 
employees.

Key term

Stock is raw materials 
that have not yet been 
used or products that 
have been made but not 
sold. Stock is also called 
inventory.

Useful study tips 
help  students 
achieve their 
best

Definitions of key 
terms  develop 
 students’ 
vocabulary and 
understanding

Features in the book:
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Computer-aided manufacturing
CAM uses computers as an important part of the manufacturing process. 
Computers are used in production to:
� manage the delivery of materials and components to the production line
� control the operation of robots carrying out production activities.

CAD

Computer-aided design allows
designers to produce new
products using 3-D models
displayed on computer screens.

3-D printing 

CAM

Products and components can
be produced using 3-D printers
working from computer-drawn
designs.

Computer-aided manufacturing
uses computers to operate
robots and other machines in
production lines.

Figure 2.2 CAD, CAM and 3-D printing

CAD and CAM allow businesses to design and produce goods and services 
using fewer resources than would have been needed in the past. For example, 
new models of cars and aircraft used to be built in wood to test designs. This 
was time-consuming and expensive and alterations were difficult. Technology 
has simplified the design process enormously. Similarly, manufacturing 
was controlled by humans and was subject to more errors. It was also more 
difficult to operate production lines for long periods of time.

� E-commerce and m-commerce
E-commerce, or electronic commerce, takes place when goods and services are sold 
using an electronic system such as the internet. That part of e-commerce, which 
involves the use of handheld wireless devices such as smartphones, is termed 
mobile commerce, or m-commerce. Both are sometimes called online commerce. 

E-commerce includes businesses selling to customers or to other businesses 
using their websites, and individuals selling to other people directly through 
websites such as eBay.

In the UK it is possible to buy the following products online using e-commerce:
� goods such as food, clothing and furniture
� digital products including audio books, music tracks and downloaded TV 

programmes
� a range of services including car and home insurance 
� products related to entertainment such as festival tickets and fl ights.

Key terms

E-commerce (or 
electronic commerce) 
is the act of buying or 
selling a product using an 
electronic system such as 
the internet.

M-commerce (or mobile 
commerce) is the buying 
and selling of products 
through wireless 
handheld devices such as 
smartphones.

Using technology to help predict sales
Technology enables businesses to have better contact with customers and 
offers early notice of changes in patterns of sales. This allows a business to alter 
production to ensure that it has enough (but not too much) stock of fi nished 
goods to meet demand from its customers. Technology can also be used to 
show patterns of sales over time, making it easier for the business to forecast 
future sales and to plan production levels accurately.

Technology and suppliers
It is common for businesses to use technology to monitor stock levels. When 
you buy a product in a supermarket, the sale is recorded electronically using an 
electronic point of sale (EPOS) system. The EPOS system reads the barcodes 
on products and adjusts the stock level automatically. Stock control technology 
then orders further supplies when stocks reach a minimum level. This use of 
technology can minimise stock levels while ensuring the business does not run 
out of products to sell. Some manufacturing businesses use just-in-time (JIT) 
stock control systems. These avoid the need for businesses to hold any stocks 
of raw materials or components. Instead technology is used to place orders for 
supplies as they are required and they arrive ‘just in time’ for use. We look at JIT 
stock control systems in more detail in Chapter 3.

� Computer-aided design and computer-
aided manufacturing

Technology can play a central role in designing and manufacturing products. 
Computer-aided design (CAD) and computer-aided manufacturing (CAM) can 
help businesses to produce high-quality products very effi ciently. 

Computer-aided design
CAD uses modern technology to design products. For example, CAD can be 
used to design and store patterns for textiles and wallpapers. This makes it easy 
to produce more of the same design, or a slightly different one. 

CAD allows businesses to:
� produce accurate two- or three-dimensional drawings of products on 

computers
� store and edit drawings as required
� overcome problems with the design before any manufacturing takes place
� communicate designs electronically to customers and manufacturers.

Airbus, the European aircraft manufacturer, designs and tests its new aircraft 
using a software package. This avoids many of the costs and teething problems 
associated with building a physical model of the aircraft. In 2016 the company 
started using 3-D printers linked to its CAD software to produce components 
for its aircraft.
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Importantly, e-commerce and m-commerce allow smaller businesses to sell their 
products in national or even global markets. The business is able to advertise its 
products widely without spending large sums of money. If the business operates 
a good quality website it can be competitive in markets throughout the world. 
Arran Aromatics, discussed below, is an example of a small business which has 
been able to sell to a much wider market using e-commerce.

Business insight: Arran Aromatics

Arran Aromatics manufactures cosmetics, perfumes 
and candles on the Isle of Arran, off the west coast 
of Scotland. The company was established in its 
founder’s kitchen in 1989. Since then the company has 
grown quickly. 

The business uses its location on Arran to inspire the 
creation of new products. Its website says: 

The rich colour palette of this unique blend of 
landscapes and the diversity of its herbs and fl owers 
fuel our creativity and passion for beautiful things, 
beautifully made.

The company uses its website to advertise and sell 
its products. It produces cosmetics for a number of 
leading UK hotel chains, including Malmaison. It also 
sells its cosmetics, candles and perfumes through ten 
outlets in Scotland. 

Inspired by nature: Arran Aromatics

1 Analyse how Arran Aromatics’ website helps 
the business to advertise its products. (6 marks)

� Digital and social media
Digital media refers to communication using devices such as laptops, tablets 
and smartphones. Information is sent in a digital form. Digital media involves 
communication in a number of different forms:
� email
� texts
� webchat
� teleconferencing and video conferencing
� apps (or applications)
� through websites such as Facebook, Twitter, WhatsApp or Instagram, 

designed mainly to encourage digital communication.

Digital media has transformed the ways in which businesses communicate with 
their stakeholders. Over the next few pages we consider how digital methods 
have changed the ways businesses communicate with some key stakeholder 
groups.

Social media includes well-known networking websites, such as Facebook and 
Twitter. It also includes blogs and other online means by which people engage 
with each other. 

Key terms

Digital media is 
information that can 
be sent electronically 
between computing 
devices, including 
text, photos and video 
material.

Webchat is a simple 
means of communicating 
in real time (i.e. instantly) 
using only web browsers 
such as Firefox or 
Internet Explorer.

Apps (or applications) 
are pieces of software 
designed for a specifi c 
purpose and for use on 
smartphones and tablets.

An increasing number of businesses are using the internet to sell products to 
their customers. As a result, the percentage of total retail spending by consumers 
in the UK conducted through businesses’ websites is rising steadily (as shown 
in table 2.1) and was forecast to reach 16.8% in 2016. UK sales via smartphones 
totalled £13.7bn in 2015.

Year Online sales as a percentage of total retail sales (%) Annual growth rate of online sales (%)

2014 13.5 17.1

2015 15.2 16.2

2016* 16.8 14.9

2017* 17.0 10.0

2018* 18.1 9.0

2019* 19.3 8.3

* Forecasts

Table 2.1 UK online retail sales as a percentage of total UK retail sales and the growth rate of online sales, 
source: Smart Insights

To be effective in the field of e-commerce and m-commerce, businesses depend 
on operating websites which are clear and easy to navigate. They should also 
have payments systems which are secure and easy to use. Many businesses 
engaging in e-commerce use payment systems operated by firms such as 
PayPal, which can reassure consumers.

Shopping via social networks such as Facebook and Instagram has become 
increasingly popular. It is called social commerce. For example, on Instagram 
brands can advertise their products and attract customers to their site using 
‘shop now’ buttons.

The importance of e-commerce and 
m-commerce
Many businesses are placing greater emphasis on e-commerce and m-commerce 
as a means of reaching new customers. For example, the UK’s supermarkets, 
such as Morrisons and Sainsbury’s, can sell groceries online to consumers 
wherever they live. Customers order using the supermarket’s website and the 
goods are delivered to their homes. 

Selling online can provide much of a business’s growth in sales by letting it reach 
new groups of potential customers. Arcadia, a UK clothing retailer that owns 
Topshop and Burton, has increased its online sales – in 2015 its online sales rose 
by 23.9% while sales through its stores fell by 0.9%. In addition, businesses can 
encourage consumers to rate products which they sell. This helps managers to 
monitor consumers’ needs and to sell the most popular goods and services. In 
turn it makes the business more competitive in its markets.
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Business insight: WhatsApp and Rare Pink

WhatsApp is a social messaging service which 
was bought by Facebook in 2014. It is one of the 
world’s fastest-growing communication apps. It has 
more than 700 million users and carries 30 billion 
messages each day. WhatsApp allows users to chat 
in real time and supports multimedia, including video 
and voice messages. 

Rare Pink is a diamond ring design and manufacturing 
business. It offers online consultations to customers 
looking for unique, individually designed rings. 

Co-founder Nikolay Piriankov uses WhatsApp to build 
relationships with his customers. ‘Customers asked 
for it,’ he says. ‘Now every design consultant has 
WhatsApp on their work phone. We make sure they 
can reach their consultant, 24 hours a day.’

Adapted from the Telegraph

1 Analyse why every design consultant at 
Rare Pink has WhatsApp on their work 
phone. (3 marks)

Digital and social media and business objectives
We saw in Chapter 1 that businesses can pursue a range of targets such as 
achieving a 5% growth in sales revenue within one year. Using digital and 
social media has become vital to many businesses to achieve their objectives.

Some enterprises have created new business models based on the use of digital 
communication, for example the use of apps. They are able to communicate 
more effectively with suppliers and employees to deliver services efficiently 
and at low prices. This helps to achieve objectives such as increasing sales in a 
market or selling products in new markets. Uber is an example of a business 
which uses digital media as a central part of its operations.

Business insight: Uber

Uber is an American company that provides taxi 
services in cities across the world. Customers have 
the Uber app on their smartphones and use this to 
request a taxi. This is displayed to Uber’s drivers. 
When one accepts the request the customer receives 
information including the time of arrival, driver’s 
name and registration number of the taxi. 

Payment for the taxi service is automatically taken 
from the passenger’s credit card. Uber uses digital 
software linked to its app to calculate fares according 
to the number of customers and the amount of taxis 

available. During periods of high demand fares can 
rise sharply.

Uber’s drivers are connected to the same app. 
When they sign on for work, they connect to the 
app and requests from passengers, their locations 
and destinations appear on their smartphones. 
Satellite technology is used to guide drivers to their 
passengers’ locations.

1 Analyse one benefi t Uber receives from using 
digital media. (3 marks)

Digital and social media can also provide vital information to managers of a 
business, helping to improve decision making. For example, this technology 
can provide data on the number of visitors to a shop and whether they are 
repeat customers. Managers can compare trends over time, which could be 
used to monitor the effectiveness of a particular marketing campaign. Other 
advantages to managers follow from the use of this digital technology. If 
managers can predict the number of customers at specific times, they can ensure 
that sufficient staff are available and fully occupied. This can help managers to 
achieve profit targets by maximising sales and keeping costs as low as possible. 

Using digital and social media to communicate 
with customers
Digital communication means that businesses have far more contact with 
customers than in the past. It helps businesses to communicate in different 
ways. For example, customers can contact businesses using texts, email or 
social media websites such as Twitter or Facebook. They can ask questions, 
place orders or make complaints. Businesses have had to respond by training 
employees to manage these new forms of communication and by creating social 
media accounts on key websites.

The rise in popularity of social media has resulted in many businesses appointing 
people to manage contact with customers through social media. Managing 
the business’s profile effectively on social media is vital to maintaining a good 
reputation. Not responding quickly and positively to criticism on Twitter or 
other social media sites can damage a business’s reputation. 

However, using social media effectively can help to maintain (or repair) a 
business’s reputation. In 2012 O2, the UK telecommunications company, 
received criticism on social media when its mobile phone services crashed. The 
company’s social media department responded honestly and with humour. This 
was an important use of digital media by O2 as research reveals that 17% of all 
Twitter users in the UK received information about the company’s problems.

All businesses, whatever their size, are able to use digital forms of 
communication to engage with customers in new and potentially valuable 
ways. For example, large businesses can use digital communication to keep 
huge numbers of customers aware of important developments, such as the 
launch of a new product. Similarly, small businesses, with limited resources, 
may use it to promote their services to potential customers.

Key term

An objective is a target 
that is set for a business 
to achieve.

Key term

Social media are 
methods of online 
communication such 
as websites and 
applications. They share 
information and help 
to develop social and 
professional contacts.

Businesses such as Vodafone 
conduct an enormous amount 
of communication with 
stakeholders such as existing 
and potential customers 
as well as employees, the 
general public and suppliers
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Figure 2.3 The disadvantages of new technology and the stakeholders affected

Cost
Technology can be expensive to install and to operate. Buying the necessary 
computers and software can be just a small part of the cost. Businesses also need 
employees with specialised knowledge and skills, who are likely to be costly. 
There are also costs of maintenance, as websites need updating. For example, 
many small businesses may be unable to afford to update their website to be 
compatible with smartphones. As a result, they may lose out on sales through 
m-commerce. 

Loss of jobs
Technology can replace people. We saw on page 10 that businesses use fewer 
receptionists. A survey in 2015 suggested that more than 50% of jobs in the 
UK could be replaced by technology. Driverless cars and lorries could threaten 
millions of jobs in the future. For many people, and especially those in low-skill 
jobs, technology poses a real threat to their future employment. It was reported in 
2016 that Foxconn, a Chinese company that supplies components to companies 
such as Apple and Samsung, had replaced 60,000 workers with robots.

� The advantages and disadvantages of 
using new technology

Using new technology brings advantages and disadvantages to businesses as 
well as to their stakeholders.

Advantages
Lower costs and higher profi ts
Using advanced technology can reduce a business’s running costs signifi cantly, 
enabling it to increase its profi ts. This offers benefi ts to owners, such as a 
company’s shareholders. Higher profi ts mean that the company’s share price 
might rise. It could also mean that the owners receive a larger share of the 
profi ts. Many companies use technology to re-order stocks automatically. This 
allows them to hold much lower levels of stocks, reducing storage costs.

Reduced environmental effects
Advances in technology have helped businesses to reduce their impact on 
the environment. One example is aeroplane manufacturers who are making 
aircraft which are much quieter than in the past. The 787 Dreamliner made 
by the American company Boeing makes much less noise than earlier airliners 
due to improved engine technology. It offers real benefi ts to people who live 
near airports.

Improved customer service
Technology allows customers to buy products at any time. Selling through 
websites means that goods and services are always available for sale. The 
technology offers other benefi ts, too. Customers can receive much more 
information about products, including reviews from other customers and price 
comparisons. This helps customers to make better decisions when buying 
products.

Customers have also benefited from businesses using new technology to enter 
new markets. They can choose from products sold by businesses from other 
parts of the world. This has led to a greater choice of products and prices have 
been driven down by increased competition.

Disadvantages
Figure 2.3 on page 19 summarises the disadvantages to stakeholders of using 
new technology.

New technology threatens 
jobs, especially low-skill ones
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Closure of high street shops
We saw in table 2.1 on page 14 that online sales in the UK are rising rapidly. The 
same is true in other countries, too. One side effect of this is that fewer people 
are visiting shops – some shops have not survived this fall in sales and have 
closed. In the fi rst half of 2016, 2,656 shops closed in the UK – a rate of 15 a day. 
This was a record level of closures. 

If a high street experiences shop closures, those that remain can suffer, too. 
Fewer people may visit the high street and sales in the remaining outlets may 
fall. People living locally may lose valuable shops and streets can become run-
down. Local jobs are lost at the same time.

Breaches of website security
A number of UK companies have had their websites breached and have lost 
customers’ personal information. In 2015 there was a cyber-attack on the 
website of the communications company TalkTalk. As a result, the personal 
details of nearly 157,000 customers were lost, including bank account details. 
This information was passed on to criminals who used it to try to steal money 
from TalkTalk’s customers. The company was fi ned £400,000 for having insecure 
customer data. The company admitted that the cyber-attack was likely to cost it 
£35 million. Its shareholders may suffer if its profi ts are reduced.

Increased dependency on new technology
Relying on new technology to produce and sell products does create some risks 
for businesses. If production line technology breaks down, production is likely 
to be interrupted. Highly technical repairs can take time to complete. Similarly, 
for businesses that rely heavily on their websites to sell products, hacking or 
faults can cause signifi cant problems. In 2013 Amazon’s website in the USA was 
offl ine unexpectedly for 40 minutes. The estimated cost to the company in lost 
sales was $5 million.

Study tip

Think about how changing technology can affect 
different types of businesses. You should consider the 
effects on large and small businesses and those that 

are in very different industries, such as hotels and car 
manufacturers.

Summary
Changes in technology affect all businesses and in 
many ways. Technology is changing constantly. It is 
used for many purposes in the workplace, including 
administration, communication, recruitment, stock 
control and production. The use of e-commerce and 

m-commerce has become increasingly important in 
the UK. UK businesses use digital and social media to 
communicate with customers. New technology brings 
disadvantages to businesses and their stakeholders as 
well as advantages.
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Quick questions
 1 Identify two ways in which new technology 

can affect businesses. (2 marks)

 2 Describe why a business might use a 
database to help with its administration. (2 marks)

 3 Give two examples of information that 
a business might exchange with its 
customers using social media. (2 marks)

 4 What is meant by the term ‘video-
conferencing’? (2 marks)

 5 What is meant by the term ‘e-commerce’?
 (2 marks)

 6 Describe one way in which computer-aided 
design (CAD) helps businesses to design 
new products. (2 marks)

 7 What is meant by the term ‘digital media’? (2 marks)

 8 Describe one reason why a business might 
use social media websites to communicate 
with its customers. (2 marks)

 9 Analyse one reason why e-commerce is 
very important to UK businesses. (2 marks)

 10 Identify three possible disadvantages to 
businesses from the use of new technology. (3 marks)

Case study
Amazon’s Dash buttons
Amazon, the world’s largest online retailer, has only 
recently started selling groceries to UK consumers. 
The company uses e-commerce and m-commerce to 
sell its products in 17 countries. It is known for selling 
products at low prices and has invested heavily in the 
use of technology. Amazon has achieved very rapid 
growth in sales, but has attracted criticism for taking 
customers from local shops. The company has only 
recently started to make signifi cant profi ts.

In 2016 Amazon launched its Dash instant purchase 
buttons in the UK. The Dash buttons allow consumers 

to buy products such as coffee, dishwasher tablets 
and washing powder by simply pushing a button on a 
digital device connected wirelessly to the internet.

Consumers buy a separate digital button for each 
brand (examples include Andrex, Play-Doh and 
Dettol). Pushing the button places an order for a 
specifi ed quantity of the product, which is delivered by 
Amazon. The Dash buttons are linked to an Amazon 
account and instantly order replacement products 
from suppliers with which Amazon has agreements.

Questions
 1 What is meant by the term ‘m-commerce’?

 (2 marks)

 2 Analyse one possible disadvantage to Amazon 
from its use of technology to sell products.
 (3 marks)

 3 Analyse how the use of the Dash buttons will 
help Amazon to compete with other retailers.
 (6 marks)

 4 Discuss the advantages and disadvantages of 
the Dash buttons to Amazon’s stakeholders.
 (8 marks)
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