


Contents
Introduction	2
Aim and Objectives of the study	2
Aim	2
Objectives	2
Background information	2
Literature review	3
Inflation	3
Types of Inflation	3
Research methodology	4
Ontology and epistemology	5
Research philosophies	5
Research approach	5
Research strategy	6
Research investigation	6
Research choice	6
Time horizon	6
Data collection and analysis	6
Sampling size	6
Sampling type	6
Sampling method	6
Data collection method	6
Analysis of the data	6
Organisation of the study	7
Research ethics	7
Action plan	7
References	8








[bookmark: _Toc123901767]Introduction
This research aims to examine the inflation impact on the living cost. It will also critically review the contemporary literature on inflation highlighting possible issues and problems. The study aims to investigate the inflation impact on the cost of living, wedges limitation and the business's profitability between 2020-2022, evaluating the background information of the inflation impact on the UK economy and living costs by conducting deductive research using the survey questionnaire method to gather important information targeting household income. 
[bookmark: _Toc123901768]Aim and Objectives of the study
[bookmark: _Toc123901769]Aim
· The aim of the study is to analyse the inflation impact on the cost of living for household, wages limitation and business profitability in United Kingdom between 2020-2022.
[bookmark: _Toc123901770]Objectives
· To examine the current status of the UK economy and inflation rate.
· To investigate the main factor affecting the cost of living in relation to inflation.
· To identify the main causes of inflation and how this affects the cost of living for household income.
[bookmark: _Toc123901771]Background information
The global macroeconomic environment influences the United Kingdom (UK) economy, pushing the inflation rate to rise through diverse movements such as Brexit and the Covid-19 pandemic and other world events such as Russian and Ukraine war. Due to these unpredictable forces, the price index increases in commodity goods and services, causing an economic crisis (Devine, 2022). 
The pandemic has slowed down the UK economy causing weaker global economic activities by lowering export demand and upsetting global supply systems. The government restrictions on social interaction to reduce the virus spread has caused a severe disruption in the economic activities in the first half year, declining private consumption and leading to a loss in productivity (Gaba, 2021). As a result, household income, company revenue decline, and external cost pressures from changes in the currency rate and commodities prices (Bank of England, 2020). According to Office for National Statistics, the Consumer Prices Index (CPI) decreased from 1.7% in February 2020 due to customers' lessened capacity and desire to spend. The temporary shutdown of some companies and the significant differences in experiences across sectors resulted in rapid swings in demand, which highly impacted the economy, and businesses may also find it more challenging to increase demand by lowering prices (Ibid).  According to Mike Hardie, there are signs that consumers are spending more on necessities like food and clothing. As a result of lower prices for clothing and fuel brought on by the coronavirus lockdown, the UK's inflation rate dropped to 1.5 per cent in March (Hardie, 2020).
As the global economy emerges from its recession, particularly for consumer items, inflation has increased in numerous nations. One significant aspect is supply limitations brought on by the pandemic increasing demand for goods and commodities, driving the UK economy to face the highest rate of inflation since 1980 (Partington, 2022) with an annual inflation rate of 10.1 per cent in September 2022, which was higher than the average for the Eurozone in August 2022 (Devine, 2022). One element driving inflation is cost increases for consumer products, resulting from high consumer demand and supply-chain bottlenecks (Devine, 2022). Following the war between Russia and Ukraine, oil prices reached the highest records and continued to rise for most of 2022. Due to shortages of Russian supplies, the energy expenditure prices for residential energy tariffs and gasoline significantly contribute to inflation. Food and non-alcoholic beverages increased by 16 per cent, up from a 14.5 per cent increase in September costs resulting from a shortage of grain available. (BBC News, 15.12.2022).
Despite the rapidly increasing wedges of 5.7 per cent, the average wedges fall by 2.7 per cent once inflation is taken into account. However, an increase in wedges results in a higher price for the business to cover salary and, therefore, higher inflation (BBC News, 15.12. 2022).
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A widespread increase in the cost of products and services throughout the economy results in a decline in purchasing power for businesses and customers, which defines inflation. The difference between the nominal and actual monetary value determines the inflation rate (Donovan, 2015). For a healthy economy, the annual inflation should range at a two percent average and is a sign of pricing stability stimulating spending when the economy is slowing down, increasing demand and productivity (Schmidt, 2022). On the other hand, inflation overpass wage growth may indicate that the economy faces a financial crisis (Lane, 2022). 
The Consumer Price Index (CPI), Producer Price Index (PPI), and Personal Consumption Expenditure (PCE) are used to calculate the inflation rate. No single index can fully capture the spectrum of price changes in the economy; therefore, economists must consider these indexes to provide a complete picture of the inflation rate (Pattel, 2021).
The PPI and the CPI serve as indicators of producer and consumer prices, respectively. For instance, the PPI collectively refers to three distinct indices: one for raw materials, one for intermediate goods, and one for completed goods (Clark, 1995). The CPI refers to a single index that includes the costs of the average consumer's typical basket of goods and services (Wessel, 2018). There are furthermore accessible more specialised consumer price indices. For instance, the so-called core CPI calculates the cost of consumer goods and services unrelated to food or energy, including healthcare expenses, based on what consumers spend each month and helps to identify the indirect expenditure highlighting the consumer switch to substitution when the price is higher than expected (Lavie, 2022). 
[bookmark: _Toc123901774]Types of Inflation
The main drivers of economic growth are demand and supply, which are the leading causes of inflation. Several factors influence the demand and supply curve to shift, resulting in inflation rate changes such as productivity growth, monetary policy, exchange rates, oil prices, economic growth rate, wage growth and inflation expectation (Mankiw, 2020). 
Demand-pull and cost-push inflation are the main types of inflation. Demand-pull inflation arises in the fast-growing economy, causing an increase in money supply, wedges and cut in interest rate to decline the demand for goods and services to aggregate supply (Schwarzer, 2018), while the cost-push inflation result from an increase in supply cost and row material production affecting businesses profitability and cost of living. Furthermore, cost-push inflation leads to built-in inflation, where firms have to increase wedges to keep up with the living cost, resulting in a higher inflation rate (Schwarzer, 2018). However, based on the percentage and pace of the price increase, inflation can be categorized as creeping inflation, running inflation, and walking inflation (Smith, 2021). Furthermore, when prices in an economy are rising at an accelerated rate of at least 10 per cent annually, it refers to galloping inflation, which is characterised by abrupt increases in the inflation rate, followed by equally sharp decreases along a solid upward trend that could extend for several years. Unless immediate action is taken to stop it, it can frequently be a precursor to hyperinflation (Bain, 2020). Hyperinflation is a high inflation that occurs suddenly, which defines an increase in price that is out of control. Hyperinflation is a rare event and historically occurs only when a confluence of circumstances converges, such as bad monetary policy, corrupt governments, and unstable economies (Liping, 2017).
The Brexit referendum has brought an unexpected abrupt decline in pound value with the outcome of a political development that altered the expectations of currency investors over upcoming economic policies (Breinlich, 2022). Following the referendum, product categories with higher import shares had a more significant inflation increase resulting in 2.1 percentage points higher for every ten-percentage point rise in the import share for the next two years. 
Since February 2021, household, housing, and transportation costs have contributed to 9.3 per cent of the CPIH basket of each month's increase in consumer price inflation as well as food and non-alcoholic drinks and 5.5 per cent over 12 months as reported in February 2022 (Office for National Statistics, 2022). Business prices have also increased significantly, reaching 15.2 per cent for the Producer Price Index (PPI) for inputs in November 2021 and 10.1 per cent for the PPI for outputs in February 2022. Many of the present inflationary factors are international, with used automobiles exerting significant upward price pressure in both the US and the UK, as well as energy and fuel costs being influenced by circumstances on the worldwide market (Office for National Statistics, 2022).
Price hikes impact low-income households more since energy and food comprise a more considerable percentage of their budgets than the average household, and food bank organisations report a rise in demand and 92 per cent of British adults experienced a rising cost in November through December 2022 (Harari et all., 2022). To bring inflation below its 2 per cent objective, the Bank of England has been increasing interest rates, which reached 3.5 per cent in December 2022 (Ibid). Higher household borrowing costs as a result, particularly concerning mortgage interest rates. Mortgage service providers raised their interest rates on the mortgages they supply due to the financial markets' response to the "mini-budget" of September 2023 (Harari et al., 2022).
[bookmark: _Toc123901775]Research methodology
A systematic inquiry process known as research involves gathering data, documenting important information, and then analysing and interpreting that data and information following procedures in concordance with academic and professional disciplines (Adams, 2021). The actions to be taken for effective research, such as philosophies, choice of data collecting, techniques, and analysis procedures, are based on the data gathering process, representing the research onion (Saunders, 2019).
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The definition of knowledge and the methods are arbitrary to the subjectivity of educational research to comprehend the ontological and epistemological presuppositions that underlie each piece of research which connect presumptions to the technique and procedures of the researcher through research philosophies (Scotland, 2012). In connection to the ontology and epistemology assumptions, business and management research ideologies are dispersed over a multidimensional set of a continuum between subjectivism and objectivism. While epistemology objectivism tries to learn the truth using quantifiable facts, ontology objectivism embraces realism, which holds that social entities exist regardless of what individuals think (Saunders, 2019).
[bookmark: _Toc123901777]Research philosophies
Philosophies and research paradigms are sometimes confused; however, in business management, paradigms and philosophies tend to coincide to some extent. (Saunders, 2019). In a nutshell, positivism refers to the philosophical position of natural scientists and calls for using an observable social reality. Additionally, positivism refers to the value of what is presented and emphasises empirical data and facts that are simply scientific and unaffected by subjective interpretation (Collis, 2013). Critical realism focuses on elucidating what it is and what people feel regarding reality's fundamental framework. interpretivism emphasises that because humans construct meaning, they vary from physical phenomena. Interpretivism study aims to give existing information new meaning by comprehending and interpreting it from many angles (Collis, 2013). The positivism philosophy is adopted for this research to maintain an objective viewpoint of the world and enable the researcher to obtain scientific data and facts to analyse this paper's topic further.
[bookmark: _Toc123901778]Research approach
The deductive method entails creating an assumption based on existing theories and creating a research strategy to test the assumption by applying the theory-driven assumption. In other words, deducing the conclusions from the premises is a part of the deductive method. When employing a deductive research approach, the author first develops a set of hypotheses and then tests the hypothesis using an appropriate technique (Zalaghi, 2016). The study employs a deductive approach which allows the researcher to assess the hypothesis that inflation impacts the cost of living in the UK. The hypothesis for this research will be analysed through the literature and theory presented above.
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The survey questionnaire is the chosen strategy for this research.  Survey research evaluates the link between various factors by describing specific community characteristics through a set of questions to collect essential and valuable numerical data to respond to the research topic (Saunders, 2019).
[bookmark: _Toc123901780]Research investigation
The process of investigation for this research paper will be conducted through primary and secondary research.
Primary research aims to discover something novel that can be verified by others while eradicating our prejudices. Principles of the scientific process, an investigational theory, are frequently the foundation of primary research (Collis, 2013). The primary research for this study will be conducted through questionnaire survey.
Secondary research refers to collecting and analysing data and literature published by different authors (Saunders, 2019). The secondary data for this study is analysed in literature review chapter.
[bookmark: _Toc123901781]Research choice
Making a distinction between numerical and non-numerical data is one technique to separate quantitative research from qualitative research. The method adopted for this study is mono-method quantitative and only quantitative data will be collected.
Qualitative is used to produce numerical data by collecting numeric data via questionnaires and statistics to evaluate the theory using a single quantitative study technique and questionnaires (O'Gorman, 2015). 
Qualitative referred to any data gathering that produces non-numerical data where theory is developed and built utilising naturalistic and emergent design (O'Gorman, 2015). 
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The cross-sectional time horizon is suitable for the research due to its nature of development in a short period of time allocated for the study.
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The sampling size for this study comprise 300 respondents from the targeted pool of the UK population. The sample can be accessed through social media platforms and internet 
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The Microsoft platforms will be use to conduct the online survey targeting the household and low-income users with the age of 18+ including all genders.
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The study employs the non-probability convenience method which allow the researcher to conveniently select the participants available to respond and participate on the research.
[bookmark: _Toc123901787]Data collection method
The data will be collected using a Microsoft online platform to create the survey questionnaire formed of 10 to 15 questions with five multiple-choice answers. The default language for the survey will be English, with Romanian as an additional language, and the time to respond to the survey will be 15 min.
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The Microsoft Excel and Word will be used to analyse the quantitative data creating graphs and tables such as pie, lines and column graphs.
[bookmark: _Toc123901789]Organisation of the study
Chapter 1 will be Introduction and Background information 
Chapter 2 will be Literature review
Chapter 3 will be Methodology 
Chapter 4 will be findings
Chapter 5 will be Analysis of Findings 
Chapter 6 will be Conclusion, Recommendation, and Reflection 
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A variety of philosophical approaches to morality and moral action in the research setting are called research ethics. The ethical framework provides guidelines and ethical standards in terms of how the data gathered are used and treated when doing the study (Iphofen, 2018). In concordance with the ethical standards, the researcher will keep all information private and confidential and it will be use only to use the purpose of the study.
[bookmark: _Toc123901791]Action plan
	
	Week 1
	Week 2
	Week 3
	Week 4
	Week 5
	Week 6
	Week 7
	Week 8
	Week 9
	Week
10

	Introduction
	
	
	
	
	
	
	
	
	
	

	Literature Review
	
	
	
	
	
	
	
	
	
	

	Methodology
	
	
	
	
	
	
	
	
	
	

	Survey research
	
	
	
	
	
	
	
	
	
	

	Analysis of the findings
	
	
	
	
	
	
	
	
	
	

	Conclusion
	
	
	
	
	
	
	
	
	
	

	Recommendation and reflection
	
	
	
	
	
	
	
	
	
	

	Final draft and submission
	
	
	
	
	
	
	
	
	
	



















[bookmark: _Toc123901792]References
Adams, D.L., 2021. What is research?. Global Scientific Jurnal, 9(12), pp. 387-407.
Bain, S., 2020. Galloping Inflation & Hyperinflation. [Online] 
Available at: https://www.dyingeconomy.com/galloping-inflation.html
[Accessed 21 December 2022].
Bank of England, 2020. How does Covid-19 affect economic activity and inflation?. [Online] 
Available at: https://www.bankofengland.co.uk/bank-overground/2020/how-does-covid-19-affect-economic-activity-and-inflation
[Accessed 05 December 2022].
BBC News, 2022. What is the UK inflation rate and why is the cost of living rising?. [Online] 
Available at: https://www.bbc.co.uk/news/business-12196322
[Accessed 18 November 2022].
Clark, T. E., 1995. Do Producer Prices Lead Consumer Prices?. [Online] 
Available at: https://core.ac.uk/download/pdf/6799504.pdf
[Accessed 28 December 2022].
Collis, J., 2013. Business research: a practical guide for undergraduate & postgraduate students. Fourth ed. Palgrave Macmillan: E Book.
Daniel Harari, P. B. B. F.-D. M. K., 2022. Rising cost of living in the UK. [Online] 
Available at: https://researchbriefings.files.parliament.uk/documents/CBP-9428/CBP-9428.pdf
[Accessed 28 December 2022].
David Lavie, B. C., 2022. How To Calculate Inflation: PCE & CPI. [Online] 
Available at: https://www.forbes.com/advisor/investing/how-to-calculate-inflation/
[Accessed 12 December 2022].
Donovan, P., 2015. The Truth About Inflation. London and New York: Routledge Taylor and Francis Group.
Gaba, U., 2021. Impact of the coronavirus pandemic on the global economy. [Online] 
Available at: https://countercurrents.org/2021/02/impact-of-the-coronavirus-pandemic-on-the-global-economy/
[Accessed 03 January 2023].
Holger Breinlich, E. L. D. N. a. T. S., 2022. THE BREXIT VOTE, INFLATION AND U.K. LIVING STANDARDS. [Online] 
Available at: https://onlinelibrary.wiley.com/doi/pdf/10.1111/iere.12541
[Accessed 28 December 2022].
Lane, P. R., 2022. Inflation Diagnostics. [Online] 
Available at: https://www.ecb.europa.eu/press/blog/date/2022/html/ecb.blog221125~d34babdf3e.en.html
[Accessed 21 December 2022].
Lee, J., 2014. Quantitative versus Qualitative Research Methods, Two Aproaches to Organisation Study. [Online] 
Available at: https://www.researchgate.net/profile/Jean-Lee-24/publication/227247717_Quanitative_versus_qualitative_research_methods_-_Two_approaches_to_organization_studies/links/55a5e05708aef604aa046595/Quanitative-versus-qualitative-research-methods-Two-approaches-t
[Accessed 28 December 2022].
Liping, H., 2017. Hyperinflation, A World History. 1 ed. London: Ebook Publisher .
Mankiw, N. G., 2020. Principles of macroeconomics. Ninth Edition ed. s.l.:Harvard Business University.
Mike Hardie, B. N., 2020. Coronavirus: UK inflation hits 1.5% as lockdown begins to bite. [Online] 
Available at: https://www.bbc.co.uk/news/business-52371062
[Accessed 05 December 2022].
Mustoe, H., 2019. How does Brexit affect the pound?. [Online] 
Available at: https://www.bbc.co.uk/news/business-46862790
[Accessed 30 December 2022].
Office for National Statistics, 2022. Recent drivers of UK consumer price inflation: March 2022. [Online] 
Available at: https://www.ons.gov.uk/economy/inflationandpriceindices/articles/priceseconomicanalysisquarterly/march2022
[Accessed 28 December 2022].
O'Gorman, K., 2015. Research methods for business & management : a guide to writing your dissertation. 2nd ed. Oxford, England : Goodfellow Publishers Ltd.
Olivier Armantier, W. B. d. B. S. P. G. T. W. v. d. K. B. Z., 2013. Measuring Inflation Expectation. [Online] 
Available at: https://www.researchgate.net/profile/Waendi-Bruine-De-Bruin/publication/276289198_Armantieretal2013_inflation_AnnRevEcon/links/5555f4ee08ae980ca60c7e86/Armantieretal2013-inflation-AnnRevEcon.pdf
[Accessed 11 December 2022].
Partington, R., 2022. Why does the UK have the highest inflation in the G7?. [Online] 
Available at: https://www.theguardian.com/business/2022/may/18/why-uk-highest-inflation-g7-ukraine-covid-brexit
[Accessed 5 December 2022].
Pattel, D., 2021. Measures of Price Inflation: RPI, CPI, and CPIH. [Online] 
Available at: https://actuaries.blog.gov.uk/2021/08/23/measures-of-price-inflation-rpi-cpi-and-cpih/
[Accessed 19 December 2022].
Ron Iphofen, M. T., 2018. Quakitative Research Ethics. E Book: Cenveo publisher Service.
Saunders, M. N. K., 2019. Research methods for business students. 8th ed ed. Harlow : Pearson.
Schmidt, J., 2022. How Inflation Erodes The Value Of Your Money. [Online] 
Available at: https://www.forbes.com/advisor/investing/what-is-inflation/
[Accessed 21 December 2022].
Schwarzer, J. A., 2018. Cost-Push and Demand-Pull Inflation: Milton Friedman and the “Cruel Dilemma”. Journal of Economic Perspectives, 32(1), pp. 195-210.
Scotland, J., 2012. Exploring the Philosophical Underpinnings of Research. English Language Teaching, 5(9), pp. 1-8.
Smith, C., 2021. Types of Inflation: Demand-Pull vs. Cost-Push Inflation. [Online] 
Available at: https://einvestingforbeginners.com/what-are-the-types-of-inflation-demand-pull-vs-cost-push-inflation-csmit/
[Accessed 21 December 2022].
Stephen R. Bates, L. J., 2007. Teaching and Learning Ontology and. POLITICS, 27(1), pp. 55-63.
Wessel, F. S. a. D., 2018. Measuring inflation: What’s changed over the past 20 years? What hasn’t?. [Online] 
Available at: https://www.brookings.edu/blog/up-front/2018/07/25/measuring-inflation-whats-changed-over-the-past-20-years-what-hasnt/
[Accessed 18 November 2022].
Williams, C., 2007. Research Methods. Journal of Business & Economic Research , 5(3), pp. 1-8.
Zalaghi, H., 2016. The Role of Deductive and Inductive Reasoning in. Asian Journal of Finance & Accounting, 8(1), pp. 1-15.


2

image2.png




image3.png
* Techniques and
procedures




image1.png




