
Unit 5: Chapter 21
BUSINESS,  THE ECONOMY AND GOVERNMENT



Learning 
Outcomes from 
this chapter

On 
completion, 
you should 
be able to: 

Outline the impact of different economic variables on Irish businesses

Outline the impact of inflation on Irish businesses

Explain how interest rates can impact businesses in Ireland

Outline the benefits and challenges of falling unemployment rates

Illustrate the impact of fluctuations in exchange rates with our main trading 
partners 

Explain the ways in which the government affects the labour force 

Discuss why the government encourages enterprise in Ireland

Describe how the government encourages and regulates business activity 

Discuss how the government can use the tax system to create a positive 
climate for business in Ireland 

Evaluate the role of Enterprise Ireland and IDA Ireland

Explain how business affects the development of the economy 



Economic variables

Different economic variables affect the economy, businesses, consumers 
and the government:

1. Inflation
2. Interest rates 
3. Employment
4. Exchange rates 
5. Taxation 



1. Inflation



2. Interest rates



3. Employment levels



4. Exchange rates



5. Taxation



How the government creates a climate for business

Government expenditure
Increase or decrease capital: one-off expenditure (e.g. build a 
school) and current/day-to-day expenditure (e.g. wages)

Government agencies Enterprise Ireland, Industrial Development Agency, LEOs

Government taxation
Can change tax rates to encourage or discourage certain 
behaviours; can introduce new taxes (e.g. SSDT).

Government grants
Issue financial grants to aid expansion in certain industries or 
lines of work through LEOs, Enterprise Ireland and IDA

Government regulations
Adjust or introduce new laws (e.g. environmental, data 
protection)


