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[bookmark: _Toc153733732]Task 1
a. [bookmark: _Toc153733733]Discuss the fundamental economic problems identified in this case study
The COVID-19 rules and regulations had a substantial negative impact on doing business, affecting supply and demand. The coronavirus responsible for the pandemic was quickly spread through physical contact with contaminated surfaces or breathing in contaminated air (Jallow et al., 2023; White and Boor, 2023). As a result, stringent social distancing, movement cessation, and social distancing measures were implemented by the UK government. This affected how business was conducted, affecting supply and demand chains, as highlighted in the case study, due to movement limitations (for both people and goods).
The case study highlights shortages due to increased demand during the pandemic. The landscape of shortage changed dramatically during the COVID-19 pandemic because its rules and regulations led to a disruption of production, distribution and labour, as the case study explains that supply chains were evidently impacted (Ozdemir et al., 2022; Ramanathan et al., 2022). It was challenging to move raw materials, finished products and labour, which resulted in insufficient inventories. Even where some level of movement was allowed, workplace operations were significantly scaled down by social distancing regulations, quarantine and lockdowns – which led to a shortage of workers and drivers, causing a decrease in supply because production was low or halted in some cases (Ramanathan et al., 2022; Al-Mansour and Al-Ajmi et al., 2020; Blundell et al,. 2022) The little that was produced could not be distributed effectively. 
The case study mentioned that Brexit further strained supply chains because of the drivers who left due to COVID-19 and Brexit (they were difficult to replace). Tetley (2022) reports that Brexit was the biggest disruptor of the UK supply chains, causing goods to arrive late or fail to reach the UK. Combining this disruption with the pandemic added salt to the wound, causing supply chain blockades due to labour shortages (because of lockdowns) and logistic limitations (because of Brexit's reintroduction of Visa for EU drivers and customs). Salfiti (2021) reports that the driver shortage amounted to over 10,000 qualified truck drivers, affecting the supply of goods and fuel. Customs and a shortage of drivers lead to increased delays of up to 18% (Tetley, 2022). The consequences of Brexit and the pandemic and their impact on supply chains were far-reaching, impacting product development, production, and distribution.
Further, distribution was severed by a fuel supply shortage, leading to a fuel crisis in the UK. Fuel is the cornerstone of supply chains because it is needed to power vehicles that are used in shipping goods. Salfiti (2021) reports that many people and businesses in the UK pointed fingers towards Brexit. Salfiti explains that the shortage of drivers post-Brexit was due to tax changes and changing immigration rules. She further points out that both Brexit and the pandemic caused this shortage of fuel and qualified truck drivers. A majority of gas stations in the UK were closed during the pandemic because of a lack of fuel resulting from delivery issues, warning a panic buying. Panic buying during the pandemic was not limited to gas only – the sudden exposure to COVID-19 information increased this coping behaviour. It triggered impulsive behaviour, causing people to do extra shopping and hoard supplies in their homes. This increased demand and a shift in consumer appetite from service to goods led to a sudden shortage of fuel and goods, because it put upward pressure on the demand-supply equilibrium.
The upward pressure on the demand-supply equilibrium led to increased prices for both fuel and goods. The increased fuel prices meant increased transport costs, which are transferred to the final consumer through increased prices (Victor et al., 2021; Davies, 2021; Grigoli and Pugacheva, 2022). Consumers had to pay more for the same products at a time when many workers were furloughed because business operations were grinding to a halt during the pandemic or scaling down operations to meet social distancing requirements, making high staff numbers redundant. Without income, most consumers turned to loans. The second year of the pandemic required extensive lockdowns, especially in major cities. This put more than 906,000 UK businesses at risk of failure before April 2021 (Lambert and van Reene, 2021). Most small and medium businesses that depend on daily sales ran bankrupt, turning to high borrowing to meet operational costs. Borrowing by both individuals and businesses led to an increased cost of living because lenders increased their interest rates (driving up borrowing costs). 
b. [bookmark: _Toc153733734]Suggest various ways in which these economic problems can be resolved.
Assess and improve own supply chain and Shortage Management Team
	UK business organisations should assess their own supply chains to identify risks and potential bottlenecks. This strategy will improve the business's PPRR (prevention, preparedness, response and recovery), allowing businesses in the UK to respond promptly to black swan events that could negatively impact their supply chains. Using this self-assess and improved approach, manufacturers, distributors, and retailers can control supply chain risks and prepare effective contingency plans to deal with supply chain disruptions (Jackley, 2023). The assessment and improvement should focus on external risks, such as major weather events, geopolitical conflicts and changes (like Brexit or Israel – Gaza war), and labour shortage. Creating a shortage management team can help the business assess and improve the supply chains. This team should assess risks, identify bottlenecks, and create improvement or contingency strategies.
Create alternative ways to reduce waste
	Businesses in the UK can address shortages by creating sustainable supply chains that reduce waste and increase efficiency. Building a sustainable supply chain should be a primary focus because it allows business to enhance their operational efficiency. The alternative ways pursued should be focused on waste reduction – it reduces inventory management, eliminates product obsolescence, and optimises resource efficiency and supply chain processes (Jackley, 2023). Another approach to waste reduction that can help businesses is to streamline their logistics (they play a vital role in building sustainable supply chains). The last approach to reducing waste is prioritising responsible sourcing to ensure that the chosen suppliers also prioritise waste reduction and have sustainable practices.
Create and improve supplier corroboration network
Building sustainable supply chains that can respond to sudden changes due to adverse events such as the COVID-19 pandemic or Brexit needs a collaborative effort with suppliers. UK businesses can minimise supply chain disruptions by collaborating with their suppliers to create a common supply chain framework (Jackley, 2023). Engaging suppliers in creating sustainable supply chains encourages sharing ideas and insights, which can be used to overcome challenges caused by adverse events like the pandemic or Brexit (Jackley, 2023). Corroboration with suppliers can also help reduce prices because it allows for supply chain optimisation and continuous performance monitoring and visibility, reducing financial risks that will eventually be passed to retailers and then consumers in inflated costs.
Government intervention
In ideal conditions, markets settle into equilibrium prices, but in extreme conditions such as Brexit and the coronavirus pandemic, market resources are inefficiently allocated, leading to disequilibrium and price instability. Instability can cause prices to become too low or too high. In the case of the pandemic and Brexit, the disequilibrium led to increased prices in the UK markets. Brexit also caused labour shortages that led to changes in immigration. The UK government intervened in production and processing through the UK Agricultural Market Monitoring Group (UKAMMG) to set price ceilings for agricultural products during the pandemic (Parliament.UK, 2022). This helped slow down the skyrocketing food prices during the pandemic. The UK government also worked closely with Ofgem to regulate gas and electricity prices according to a report by Stewart (2023).
On the other hand, the government has intervened in reducing labour supply shortages caused by Brexit through the Migration Advisory Committee (MAC). MAC maintains a Shortage Occupation List (SOL) and recruitment strategies to address labour shortages in the sectors included in the list. MAC heavily relies on the SOL list to resolve labour shortages in the UK and create a labour supply environment that will allow business organisations to source employees from the EU independently after Brexit.
Keep stakeholders informed and up-to-date
Improving stakeholder communication and relationships keeps them informed on supply changes and challenges. Keeping them informed helps a business manage supplier relations and allows for discussion during unexpected circumstances such as the pandemic and Brexit. It also allows all stakeholders to make informed decisions based on current and accurate data (Jackley, 2023). The stakeholders that businesses should keep informed about include manufacturers and suppliers so that they can discuss and brainstorm production and supply problems as they unfold and respond promptly. 
Relaxing some of the stringent Covid-19 rules
	Relaxing the pandemic rules and regulations would go a long way in making it easier for business organisations to restore their disrupted supply chains. During the COVID pandemic, the UK government could have assisted suppliers by extending driver delivery hours, allowing them to distribute goods that can meet the sudden demand increase (GOV.uk, 2021). The government could also exempt suppliers of essential products and food from movement cessation regulations. Relaxing regulation was evident in the UK but was delayed as most regulation relaxation were not announced until 2021 (GOV.uk, 2021). 


[bookmark: _Toc153733735]Task 2
a. [bookmark: _Toc153733736]Why is demand and supply relevant in this case study?
Demand and supply are relevant in this case study because they can help explain the outcomes of the Covid-19 pandemic and Brexit that caused supply issues in the UK markets. Understanding the case study can help business organisations in creating pricing strategies during pandemics and political changes like Brexit. It also demonstrates the role of government in protecting consumers from overpricing (by setting ceiling prices) during demand-supply disequilibrium and sellers from meagre prices (by setting floor prices).
The case study also demonstrates how competition helps keep prices low or reduce using Brexit. When Britain left the EU, there was reduced competition between local manufacturers and suppliers and suppliers from EU nations because of the introduction of customs fees and import regulations. The result was reduced import volumes from EU nations, translating to less competition in the UK. The result was increased commodity prices in the UK, triggering inflation that was worsened by the coronavirus pandemic.
Through the coronavirus pandemic in this case study, businesses learn to take the good and the bad during black swan events and search for opportunities that will allow them to soar. During the coronavirus pandemic, some business organisations, such as Amazon, saw an opportunity to expand their operations. During the pandemic, lockdowns and social distancing limited the operational capacity of physical stores and supermarkets. Amazon took this opportunity to leverage online management platforms in its supply chain to ensure that it could still supply products to final consumers through e-commerce. This strategy allowed the business to expand its productivity, making it one of the most profitable businesses during the pandemic.
Demand and supply are relevant in this case study because they demonstrate how business organisations should apply different inventory management strategies. The case study shows the need to have excess inventory as opposed to just-in-time inventory systems when anticipating vents that could disrupt supply chains. When covid pandemic broke out in China, movement limitations started swinging into action – businesses in yet-to-be-affected areas should have reacted by having excess inventory. Similarly, Brexit voting meant that Britain had a chance of leaving the EU, and having excess inventory would have cushioned businesses from shortages in the immediate future. Having an excess inventory can help businesses address sudden demand increases as they adjust their supply chains to increase supply.
In the case study, a large number of business organisations went bankrupt during the pandemic, while countless others turned to loans and credit to remain operational. The pandemic and Brexit impact were temporary but damning to many businesses. Businesses with excellent profit records and growth potential had an opportunity to raise capital through initial public offering instead of shutting down operations. The effects of both the pandemic and Brexit have subsided gradually over the years – businesses that leveraged IPOs and loans to sustain themselves are still operating and thriving in the current business environment. Those that did not shut down completely are struggling to start up again.
In this case study, labour shortages and high employee turnover from Brexit and the pandemic appear to be a great challenge in supply chains. The labour shortage will likely increase employee turnover because few employees will be forced to do more work. At the same time, these employees can quickly look for work elsewhere in similar roles. As a result, businesses have a high employee turnover. Dealing with this requires businesses in the UK to have employee retention strategies, including high salaries, development opportunities, and a healthy workplace climate. These strategies will make employees feel valued and increase their loyalty, reducing turnover.
Last, the case study demonstrates a need to maintain a balance between demand and supply because disequilibrium can lead to price instability. Businesses should have risk identification and management strategies to help them address disruptions in their supply chains to ensure they meet sudden excess demand or reduce supply to accommodate decreasing demand. In the above case study, the shortage can be managed by increasing supply to match demand, quickly reaching equilibrium and reducing prices.
b. [bookmark: _Toc153733737]What is the difference between elasticity and inelasticity of demand with reference to price changes in the cost of fuel?
The elasticity of demand (demand elasticity) is a measure of how demand responds to income or price changes. Demand inelasticity is where demand does not change with prices or income changes (the demand is static). 
In elastic demand, a change in a commodity's price leads to a significant shift in demand. The main reason behind this shift is the availability of substitutes; thus, products with many substitutes have a high demand elasticity. In the case study, elastic products include food products that lower-priced substitutes could easily replace. This example can be explained better by Brexit in the case study. The introduction of custom taxes on products imported from the EU led to increased prices. The result was a decreasing demand for those products because substitutes from local producers and processors in the UK could replace them. The result was a decrease in import volumes from the EU into the UK. The advantage of elastic demand is profit maximisation through effective pricing, while its disadvantage is how quickly it is impacted by the economic environment on demand equilibrium.
In inelastic demand, products are necessities and do not have close or acceptable substitutes. As a result, these products maintain greater price flexibility because they can change prices by a significant margin, and the demand will still remain constant. In the case study, the inelastic demand is demonstrated by fuel prices and demand. The demand for fuel (gas) remained high in the United Kingdom during the pandemic despite the skyrocketing price. In fact, the demand continued to grow, with buyers making long queues at gas stations and buying it in large amounts so that some gas stations ran out of gas. Thus, the case study demonstrates that the demand for necessities (that do not have acceptable substitutes) does not change with price changes. These products include utilities such as electricity and prescription drugs. As a result, the government intervenes to regulate the prices of these products in order to protect their citizens. In the UK, Ofgem works hand in hand with the government to set the price ceiling for gas and energy prices (Stewart, 2023). One advantage of inelastic demand is increased revenue for business, and the only limitation is exorbitant prices if there is no price ceiling.
c. [bookmark: _Toc153733738]List and explain the laws of supply and demand
1. Increased demand – this law of demand explains that an increase in demand leads to an increase in prices. In this scenario, customers are willing to pay more to have a product; however, they will be willing to pay for the product up to a certain price, the equilibrium price, and the product is highly profitable. Beyond this price, the customers are less willing to pay for the product, and demand stops increasing. Sellers top increasing the prices because higher prices will reduce profitability by leading to dead stock. During the demand increase, supply also increases to meet it.
2. Decreased demand – in this law, a decrease in demand forces sellers to lower their prices to attract customers who are not willing to pay high prices for the product. The demand can decrease due to cheaper substitutes or increased supply, or buyers do not believe the product is worth the price that it is being offered at; thus, they buy less.
3. Increased supply – the law of increased supply is based on a positive relationship between the prices of goods, demand and their supply. An increase in prices leads to higher production, increasing supply by attracting suppliers. An increased demand also attracts more supply, and a decrease forces them to leave the market.
4. Decreased supply – a decrease in supply leads to a shortage of goods in the market, leading to higher prices. Consumers are willing to pay more for goods or services in decreased supply in order to get a piece of what is available.
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