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Practice exam question 

Business lessons from the 

COVID 19 pandemic 

Mark Hage 

Check your answer to the question on p. 23 of this magazine. 

Sample Answer 
Inflation is a sustained increase in the cost of living or the general price level leading to a fall in the 

purchasing power of money. If there is a rise in inflation, it means consumers’ disposable income will 

be worth less. As a consequence, customers of Action records may not be able to afford to purchase 

CDs and records, as the price will have risen due to the rise in inflation. For example, with less 

purchasing power, customers are less likely to buy new music released on Action’s own record label 

and instead purchase more mainstream music, as they know they will enjoy this. It is a better use of 

their limited income. With a decline in sales from their record label, Action records may start making a 

loss from this side of the business. 

However, Action records is a ‘unique’ business as it operates in a niche market. As the business has 

been running since 1979, and has a good reputation for being at the ‘forefront of music trends’, its 

customer base is likely to be loyal to their music purchases and still prioritise buying from here, despite 

inflation having increased the cost compared to their disposable income. Research states that CD 

sales in the UK are ‘proving more robust than downloads’ and there is a rise in the sale of LPs. As a 

result, Action records’ target market may be less affected by the rise in inflation, as consumers seem 

to be purchasing more physical music formats. Customers of Action records may see their purchase 

as a luxury they wish to keep, regardless of the rise in the cost of living. Action records needs to 

ensure it keeps offering limited edition and own-brand music to entice customers to keep seeing their 

music purchases as essential. As long as inflation does not rise too steeply, and the rises in cost do 

not last for a significant amount of time, the effects on customers of this niche market shop are likely to 

be only small on sales, continuing the success of the business. 

Sample examiner comment 
Mark: 10/10 (Level 4 — an excellent response fully focused on the question). 

Thorough knowledge and understanding are shown of the importance of an increase in inflation on a 

business such as Action records. 

Application is shown through the use of appropriate context applied to the question. 

Coherent and logical analysis is linked together, giving cause and effect of the positive and negative 

effects of increased inflation on Action records’ business performance, using context-based 

quantitative and qualitative data for competing arguments. 
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An evaluation of competing arguments with context is gained from the balanced arguments and 

counter arguments regarding an increase in inflation on a business, such as Action records. 

This resource is part of BUSINESS REVIEW, a magazine written for A-level students by subject 

experts. To subscribe to the full magazine go to www.hoddereducation.co.uk/businessreview 
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