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Understanding external influences on

[Sustainable] businesses

In this lesson, you are going to learn about external influences on businesses, in

the context of sustainability.

We will cover how
different stakeholders can
pressure businesses into
taking action on
sustainability issues, how
sustainable and climate
focused legislation is
impacting UK businesses,
and how businesses are
adapting and changing as
a reaction to climate
change.
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1.5.1
Business stakeholders

Who business stakeholders are and their different
objectives:

« shareholders (owners), employees, customers, managers,
suppliers, local community, pressure groups, the
government.

Stakeholders and businesses:

« how stakeholders are affected by business activity
« how stakeholders impact business activity

« possible conflicts between stakeholder groups.

1.5.3
Legislation and business

The purpose of legislation:
« principles of consumer law: quality and consumer rights

« principles of employment law: recruitment, pay,
discrimination and health and safety.

The impact of legislation on businesses:

e Cost

* consequences of meeting and not meeting these
obligations.

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.
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What different types of stakeholders are there?

A stakeholder is... anyone who has an interest in what a business does.

The most obvious stakeholders are the employees and the customers.

Employees

Customers

Employees do the work. Good employees help to achieve the
aims and obijectives of the business. Employees provide the
customer service and can directly influence sales. Employees
require pay, and they benefit from rewards when they do their

Customers buy the business’s products and services, also
known as sales. Customers can influence the quality of the
business’s products or services through feedback or how
they talk to potential customers about their experience (word
of mouth).

job well.
@ Pearson
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What different types of stakeholder are there?

There are many more stakeholders beyond employees and customers though...

Suppliers provide goods or
services to the business.
Business'’s require good

relationships with suppliers

to negotiate payment
agreements and delivery
times.

Managers are senior
employees within a
business. They influence
how well employees work,
and often have direct
responsibility for meeting
aims or objectives.

Shareholders own part of the
business through shares they
have invested in. They take a
share of profits out of the
business, and profit when they
sell shares for more than they
bought them for.

Government is responsible for
running the country, and
influences all aspects of how
businesses operate, from
levels of tax to employment
rights of employees through
legislation and law.
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What different types of stakeholder are there?

Pressure groups are groups of people who have joined together to influence
government and businesses around a specific cause. These include issues
around ethics, animal testing and the environment.

Discussion
What issues have recently made the news involving a pressure group?

Prepare to share these back to the class.
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ase Study: Green credential stakeholder

Case Study practice
i i Asos, Boohoo and George pledge clarity on

In pairs, read the case study about leading UK roon oradentials aftor CMA probe

retailers. Find answers to the following two

guestions:

|

#sos, Boohoo and George at Asda have pledged to make only “sccurste and clear” environmental clzims following

1. Who are the stakeholders identified in the

H r) an investi inta pessible gr ing by the UK's ition watchdog. The from th fashion
ar I C e M ratailers are the latest step in 3 wide-ranging clampdown on eco claims made by consumer-facing companies in

the UK from the Competition and Markets Autharity, which is alsa looking at products such =5 sosp and toiletries.

Sarah Cardell, chief executive of the CMA, said the voluntary pledges were a “turning point® for the industry, znd
that “millions of paople wha shop with these well-known businesses czn now have confidence in the green claims
they see”_ The CMA said the three companies had commirted to making clesr statements about the fabrics they

y een w use, including whether the materials mest the criteria to be lzbelled as recycled or organic, and to update the
watchdog regularly on their compliznce. The agreements zlso prevent the retailers fram using “natural” imagery

2. What was the CMA’s criticism about the s s e o e e o e e

. . . . . The CMA opened the investigation into the ratailers in 2022, after identifying concerns that the eco-frisndly

in fo rm at ion t h e b usinesses were provi d in to Iamasrete faen e S s "eon Lrons andenver, et there s 2 lnck o oo Brouidenl 10 ustormers,
surch as a failure to indicate what fabric 3 product was made from_ The watchdog said collections such 25 Asos's.

“Respensible Edit” or Boohad's “Ready for the Future” rangs, may have created the impression that the products

C u Sto m e rS ? were more sustainabls than they really were.

The CM# alsc issued an open letter ta fashion retailers on Wednesday urging them to adhere ta its Green Claims
Code, which it introduced in 2021 to help ensure groups adherad to consumer lzw. The CMA sid the agresments
with the three companies should act as a benchmark for the rest of the industry. “The commitments sst a
banchmark for how fashion retailers should be marketing thair products, and we expect the sector 25 2 whole —
from high street to designer brands — to take nate and review their own practices,” ssid Cardell

E I . The step-up in regulatory scrutiny comes as shoppars’ preferences have shiftad ta favour goads they perceive as

X al I l S y e q u es I 0 n . eco-friendly or natural, prompting compznies to alter their advertising, packaging and product ranges. The fashion
industry s drawn criticism frem campaigners for its heavy reliance on petrochemical-derived

materials such 25 palyester, and for the fast-fashion commercial model, which encourages overconsumption 2nd

3. Explain the role of pressure groups in T L e e e
influencing what businesses do about their i et it e ks
environmental impact.
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Legislation & Business




Climate legislation

Legislation means the laws of a country which impact how businesses trade their

products and services.
* They protect the rights of the consumer (consumer law)
* They protect the rights of both the employers and employees (employment law)

Implemented

Ongoing

Climate Change Act 2008

An Actto set a target for the year 2050 for the reduction of targeted greenhouse gas emissions; to
provide for a system of carbon budgeting; to establish a Committee on Climate Change; to confer powers
to establishtrading schemes forthe purpose of limiting greenhouse gas emissions or encouraging
activities that reduce such emissions or remove greenhouse gas from the atmosphere; to make provision
about adaptation to climate change; to confer powers to make schemesfor providing financial incentives
to produce less domestic waste and to recycle more of what is produced; to make provision about the
collection of household waste; to confer powers to make provision about charging for single use carrier
bags; to amend the provisions of the Energy Act 2004 about renewable transport fuel obligations; to
make provisionabout carbon emissions reductiontargets; to make other provisionabout climate change;
and for connected purposes.

@ Pearson |
© Pearson Education 2020 10



Climate legislation

The UK government have numerous policies which prioritise climate change
impact. They include:

Green finance strategy

British Energy Security strategy
Transport decarbonisation strategy
Industrial decarbonisation strategy
Hydrogen strategy

Heat and building strategy

Energy net zero white paper

Research Task: Use ChatGPT to generate a summary of one of the above
government policies using the following two prompts in order

Prompt 1. Summarise the UK government “INSERT NAME” policy

Prompt 2: Reproduce this summary so that it is suitable for 14-16 year old
learners

@ Pearson |
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The impact of legislation on a business

UK businesses are impacted by legislation. This includes an impact on:
1. Cost.
2. Not meeting obligations.

Using your summary, describe the potential impact of cost and of not meeting
obligations by a business.

For example

The UK government's "Green Finance Strategy" is all about getting money to help the environment. They want to
make sure that banks and investors use their money to support clean and green projects. This includes things like
building wind farms or improving public transportation to reduce pollution. The government will set up a special
institute to help with this, and they'll also sell "green bonds" to raise money for these projects. They'll also make it
mandatory for companies to tell everyone how their business affects the environment. Overall, the goal is to make
it easier for people to invest in things that help the planet and make our world a better place.

UK businesses will incur a cost when they buy green bonds to carry out any business activity
which negatively impacts the environment. Businesses will be required to communicate their
impact on the environment and may be punished for not doing this or if they make false
claims. Businesses might find it easier to convince investors to put money into their business
activity if they do something that has a clean and green focus.

@ Pearson |
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Climate Change and changing products

Many sectors are reacting to the climate change concerns of their customers by
changing their products and services.

Car manufacturers are increasing their production of electric vehicles, hybrid
vehicles, and petrol vehicles with lower emissions.

Food manufacturers are acting more responsibly when selecting crops to
produce. This includes crops resistant to drought, that use less water, or involve
lower carbon producing processes. Reducing packaging, shipping and distribution
distances, and wastage are also important priorities.

Clothing manufacturers are looking to recycled materials such as plastic waste
as sources to make new textiles. Reducing water usage and increasing the use of
organic and sustainable cotton or bamboo are also strategies which can reduce
emissions during production.

@ Pearson |
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Explore a sector of your choice

Choosing one of the three sectors below, find a business which has strong
messaging about their products or services, which are as a reaction to climate
change, and create a presentation about it for the class.

Changes may includein reaction to emissions, waste, consumer behaviour,
heatwaves, temperature (land or water), water usage, or any part of the
production lifecycle.

Choose from:
Cars Food Clothing

Information to find:

1. What products/services do they offer?

2. What products/services are they offering less of?

3. What are the priorities of the business?

4. What technology, legislation or climate change are they reacting to?

Even better if...
5. Find out what impact this change has had so far on the business.
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