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The case study represents several economic problems that were particularly severe during the COVID-19 period. Among these, the fundamental problems were related to the demand and supply side issues resulting from the COVID-19 rules for doing business. As the death toll started in the affected countries due to the virus, the respective governments, including the UK, were forced to implement some rules on businesses and households to control the spread of this virus. The imports and exports of goods, as well as cross-border mobility of people, were restricted, the people were advised to stay at home, and social or work-related gatherings were also restricted as maintaining social distancing was important to lower the spread of the virus. 
These rules affected both the supply and demand side of the goods and service market. The consumers' confidence was low immediately after the introduction of the Covid, and thus, the demand for goods and services was low. Moreover, they were unfamiliar with the 'new-normal' situation and took some time to adjust. Shortly after the first wave of COVID-19, the UK government started taking fiscal measures to stimulate the demand side of the economy. As a result of increasing government expenses, the aggregate demand increased in the goods market. According to Abdul Hussein, Cozzarin, and Dimitrov (2022), consumers' expenses were 29% lower immediately after the first wave of the pandemic started concerning shortly before. However, the supply chain disruption continued because of the restriction on productive activities (for example, maintaining social distancing in the workplace) and the cross-border immobility of workers and products. The supply chain disruption and labour shortage were particularly worse in the UK because of BREXIT. This is because after BREXIT, the EU trade rules did not apply to the UK, and thus, the future trade relationships between the UK and its trading partners were not stable (Aerssen and Spital, 2023). This situation, along with the pandemic-related restrictions, caused a shortage in the goods market. This increasing aggregate demand also increased the demand for labour and ended the furlough of employees (Parliament UK, 2021). Another factor that triggered the supply side problems and, in turn, the inflation is the cost of fuel. As supply chain problems and labour shortages peaked, the fuel fell short compared to its demand (Institute for Government, 2021). This caused a spike in the cost of fuel. An increase in the cost of fuel increased product prices and caused inflation in the UK. This higher price level and higher cost increased the cost of living of the UK consumers and reduced the profits of the UK businesses. To cope with the high cost of living, they started to take high borrowings, eventually causing the financial institutions to go bankrupt. 
The demand increased further because of the panic-buying of consumers. The announcements of complete lockdowns after irregular intervals compiled with the news of the supply chain problems caused a state of panic among the consumers that they started piling up groceries, fuel, and other necessary items, including medicines, in their homes. This even worsened the shortages of goods and services in the market (Wilson, 2020). Another interesting trend was seen in the consumption patterns of UK consumers, which is that their consumption shifted toward goods from services. Due to their social immobility, they could not enjoy different types of services like going to restaurants, amusement parks, and salons and using transportation services. In a Reuters report, it was found that the demand for goods soared during the pandemic and the same for services fell as people started staying at home (Bruce, 2021). This resulted in a temporary shrink in demand in several service industries like the transportation industry and hospitality industry. 
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The COVID-19 pandemic complied with the BREXIT effect posed many challenges to the UK economy including the shortage of fuel and other commodities and services, a high rising inflation rate, and high borrowing pressure. These challenges can be dealt with using government policies and financial support. For example, many businesses were forced to furlough their employees as a cost-cutting mechanism followed by a decrease in demand for their output. In such cases, the government can provide financial aid to the companies in the form of employment retention subsidy, and employment generation subsidy. With these financial supports, businesses will be encouraged to hire and retain employees (Abel, 2021). Apart from providing subsidies, the taxes on profits or sales can be deducted temporarily to help the businesses survive the adverse economic situation. To solve the problem of decreasing demand, the government can provide transfer payments to targeted sections of society like providing unemployment benefits, pensions, and transfer payments to older and disabled people. This fiscal stimulus can boost the aggregate demand and the demand of the individual firms which will help these companies to survive in the adverse economic situation (Osadiya, 2023). 
To control inflation, the government must work with the suppliers of the most common or necessary inputs in the production process, such as fuel and specific resources in specific industries. This is because unless the shortage of these key resources is resolved, the shortages of the final products can never be resolved. Thus, the government should cooperate with other countries (especially with the oil-producing countries) to ease the process of import and export of such key resources and make a strong global supply network. Simultaneously, the government should also assess the problems or gaps in its domestic supply chain and improve the same (by improving the transportation system and creating more awareness among the suppliers). Apart from creating a global supply chain network, it is also important that the government subsidizes domestic businesses to research and develop the key resources or their substitutes domestically. This will reduce the dependency of the economy on its trading partners and insure against such supply chain disruptions (Salvatore 2019). The reduction of waste of resources during the production process and waste of the final products is also an important step to reduce the shortage. For example, if waste clothes are recycled and used for making new clothes then the shortage of input for the clothing industry will reduce. The government can work with the suppliers that are working with such waste-optimized production processes to reduce the price of resources and final products to control inflation (Porter, 2019). 
To deal with the shortages in the market, the government can also develop a shortage management team with specific responsibilities like analyzing the patterns of demand for different products in different regions and arranging the supply of different products as per demand patterns so that there is no shortage or excess supply in any region (Mankiw, and Taylor, 2020). Information inequality can also lead to bad business decisions on the part of the suppliers, and thus, the government should arrange news broadcasts, weekly bulletins, and online/offline conferences to keep the suppliers, investors, as well as consumers well-informed about the real situations. This strategy can solve problems like panic buying and resulting shortages because the consumers will have assurance about the government's actions in easing supply chain problems as well as the consequences of panic buying. The government should generate awareness about the benefits of an inventory management system and ways to implement the same among businesses so that they do not face acute shortage problems. 
[bookmark: _Toc154165625]Question 2(a)
The demand and supply are relevant to this case study because the inflation, supply chain problems, and other economic problems that occurred during the COVID period were completely connected with the demand and supply forces. If the laws and rules of demand and supply are understood properly, then the above-mentioned problems can also be controlled. For example, the pressures of demand and supply can be controlled with the help of pricing strategies. When the demand is higher than the supply, the higher price can decrease the quantity demanded, whereas when there is an excess supply, a lower price can decrease the quantity supplied (Pindyck, 2018). 
During the pandemic, the cost of fuel surged rapidly. This is because the supply of fuel was low due to trade restrictions and no other acceptable substitute of fuel is available in the market. If the availability of substitutes can be increased, then the cost of fuel can be controlled in such adverse situations. Allowing a higher level of competition in the market also helps with the decrease of the product price in general. Understanding demand and supply and their shift factors is also important to increase the efficiency of the inventory management system (Mankiw and Taylor, 2020). Inventory management strategy is a way to cope with sudden fluctuations in demand and supply of goods. When suppliers understand the consequence of changes in any shift factor they can take adequate measures for managing the inventory in such a way that the sudden increase or decrease in demand for a product can be managed. Financial fund is a crucial input to any business and the understanding of demand and supply of finance is also relevant to this case study (OECD, 2015). During the pandemic, initially, the investments were low, but once the expansionary fiscal policy was taken, the investment also rose along with consumption. In such situations, businesses can attract finance by selling their shares (initial public offering or IPO) and other investment methods such as cloud investments. 
The problems in the supply side of the goods market worsened the price situation during Covid-19. Businesses that have a clear understanding of supply and its factors can find strategies to solve such problems. For example, during the pandemic, a lot of workers were furloughed, which not only affected the labour market but also affected the goods market by reducing the demand for goods and services. If companies were encouraged to take greater worker retention schemes, then the rate of unemployment could not increase that much (Lipsey, and Chrystal, 2021). On the other hand, higher salaries can result in greater employee satisfaction, which in turn increases business performance and productivity. However, only increasing productivity is not enough. A good marketing and distribution strategy is also needed to reach the products to the correct market segments (who want to buy those products). This means that businesses should understand the demand for a product in a locality and supply their output as per demand. This would help the company to charge an optimum price for the product and earn a considerable profit but supplying a higher quantity of output in a locality with lower demand will lead to a decrease in the price and revenues (Pindyck, 2018). Thus, understanding a market, its demographics, and demand patterns is important before supplying output to that market for understanding the correct pricing and marketing strategies. 
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The elasticity of demand shows the percentage change in the quantity demanded of products or services due to the percentage change in the price of the same, related products or services or income of the consumers. If the percentage increase in the price of a product is higher than the percentage decrease in the quantity demanded of the same, then that product is called an inelastic product, whereas if the opposite happens, then that product is called an elastic product. The demand elasticity of a product or service depends on the utility that consumers get from that product or service and the availability of substitutes of the same in the market (Cigliano, 1980). For example, fuel is a necessary product for both consumers and businesses without any acceptable substitutes. Thus, the demand elasticity of a product is low. In other words, even if the price of fuel surges, the quantity demanded of fuel will decrease at a relatively lower rate or remain the same. Some other examples of inelastic products are drugs, tobacco, alcoholic beverages, certain food items, and utilities (Andreyeva, Long, and Brownell 2010; Heien and Pompelli, 1989). On the other hand, luxury goods with many substitutes in the market, such as cars and expensive hotel rooms, are elastic in nature. 
The inelastic products are necessary items. Thus, the quantity demanded of these products remains more or less the same even if the consumers' income falls, for example, during recessions. However, this is not the case in the case of elastic products. Thus, the sellers of inelastic items get protection from economic fluctuations, which is not available to the suppliers of elastic items. The sellers of inelastic items have more opportunities to increase both revenues and profits by increasing the price level because despite increasing the price, the quantity demanded of these items does not fall much. However, this increasing profits attracts more sellers to the market and drives down the profit (Cowell, 2018).
On the other hand, the sellers of elastic items can increase their revenue by reducing their product price. However, the reduction of price by a higher degree can also cause a reduction of profit for which they set the price at the optimum level to generate a higher level of profit and do not enjoy much price flexibility. These suppliers also face higher competition and have to bear the costs of monitoring the competitors' strategies and finding new strategies to attract buyers. Some inelastic products like Tobacco and drugs also attract high taxes because of their social and health consequences on consumers, whereas elastic products do not attract such high taxes (Krugman and Wells, 2019). 
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The law of demand states that keeping all the other factors (exogenous factors like the number of buyers, taste, preference of buyers, price of related goods, consumers' income, and others) the same, there is a negative relation between price and quantity demand. The law of supply states that by keeping other factors (exogenous factors like the number of sellers, government policies, input and labour costs, technology, and others) constant, there is a positive relation between price and quantity supplied. However, the changes in the exogenous factors cause changes in the demand and supply of products (instead of quantity supplied or demanded). 
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For example, the increase in consumers' income increases the demand for food items. It shifts the demand curve to the right (fig 1). This causes a shortage of food items at the initial price. Thus, the buyers will accept a higher price to get what is available. Thus, the price and quantities sold increase in the market, resulting in a higher profit opportunity for food suppliers. 
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Figure 1: Increase in Demand
Source: Author
The decrease in consumers' income will do the opposite. The demand curve of food items will shift to the left (fig 2), price and quantity sold will fall. This means a shrink in the food market and a reduction in the profits of the food suppliers (Gravelle and Rees, 2022). 
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Figure 2: Decrease in Demand
Source: Author
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For example, the number of suppliers increases in the food market, resulting in a rightward shift in the supply curve (fig 3). This results in an excess supply at the initial price level. Hence, the price is lowered to attract more buyers. Thus, the price is reduced, and the quantity sold increases. 
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Figure 3: Increase in Supply
Source: Author
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Figure 4: Decrease in supply
Source: Author
The reduction in the supply of food items, followed by the decrease in the number of sellers in the market, increases the equilibrium price with a reduction in the quantities sold (fig 4). This is because when there is a shortage of food, consumers are willing to accept a higher price to buy whatever is available (Pindyck, 2018). 
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