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Practice exam question 
Luke Perry 

A business is experiencing a fall in its market share. 

To what extent might the greater use of technology enable the business to increase its market 
share?           (25 marks) 

Sample answer 
Digital technology is defined as equipment that contains a computer chip but in reality it covers 
technology used to produce goods or services, e-commerce, data mining and enterprise resource 
planning.  

The use of digital technology is becoming increasingly common and is an important factor to consider 
within strategic decisions. It has been used in the supermarket industry for a number of years and has 
changed the way people shop. Morrisons is a good example of business that was facing a fall in 
market share and one of the areas highlighted was its lack of an online presence. The store decided to 
go online in 2011 with a delivery service provided to compete with rivals such as Waitrose and 
Sainsbury’s who already provided the service. In the initial 6 months of this service their market share 
increased by 2.4% and they produced strong sales. This use of digital technology allowed them to 
monitor customer habits more accurately so that they could improve their service, which ultimately led 
to more increased repeat purchases and resulted in more sales.  

Computer aided design (CAD) and computer aided manufacturing (CAM) are two other methods of 
digital technology that can help a business increase its market share. A good example of this is 
Honda, which designs state-of-the-art technology within its cars in order to give a competitive 
advantage. It was the first company to offer on-screen reverse assistance, which can lead to an 
increase in sales. However, CAD and CAM does have its drawbacks as it requires large sums for the 
initial investment and can have high maintenance costs. This can be expensive if rapid change in 
technology occurs and the equipment is soon outdated. These extra costs can be critical in a price-
competitive industry and a higher cost base could actually lead to a fall in sales as competitors offer 
lower prices. 

An alternative to using digital technology would be to increase the product range available in store. A 
good example of a business that does this is Apple, which continuously invests in innovation. Its 
product range focuses more on the quality of goods and service provided to ensure repeat custom and 
increased market share. Its investment into staff training and providing an excellent service means it 
retains loyal customers, which leads to a steady increase in market share.  

Another example of a company that has increased its market share without the use of digital 
technology is Primark. It uses a cost-leadership approach and doesn’t offer customers the option to 
shop online, as it purely aims to keep costs as low as possible. In such a competitive industry a low 
price ensures Primark makes plenty of sales and this has led to an increased market share over a 
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number of years. This clearly shows that digital technology can actually create a problem in terms of 
cost and the real focus in some industries is on price and not e-commerce. 

In conclusion, I believe that an increased use of digital technology will enable the business to increase 
its market share. As customers shopping habits are changing, more people are shopping online and it 
is essential that to increase sales most businesses need an online platform. If Primark was to offer an 
online service, I believe its sales would also increase further and maybe it is only a matter of time 
before it offers sales online. 

Examiner commentary 
Mark: 21/25 

Student clearly and continually links the response to digital technology and shows a good 
understanding of the theory. The main strength of this response is the clear two-sided argument with a 
balanced response. The student uses a good range of application with relevant businesses used and 
comes to a well-justified decision at the end even though the depth of evaluation is limited. 
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