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[bookmark: _Toc172220923]Introduction 
Managerial economics applies to familiar concepts from economics such as demand and cost along with the allocation of resources for aiding the managers in the implementation of proper decisions (Samuelson, Marks and Zagorsky, 2021, p.1). The first task will highlight the fundamental economic problems that are identified in the case study and the suggestion of numerous ways in which the economic problems can be resolved. The next task will highlight the relevance of both demand and supply relative to the case study. The next question aims to address the difference between both the elasticity and inelasticity of both demand and supply along with the cost of the fuel. Lastly, an explanation of the laws of demand and supply will be explained. 
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Q1. (a) “Discuss the fundamental economic problems identified in this case study.” 
There were fundamental economic issues identified in the case study.  Numerous firms across the country have been susceptible to the disruption of large numbers of staff going into self-isolation. As of July 2021, around 700,000 people in England and Wales received instruction for self-isolation followed by a rise in the absence rates of 10% to 15% (Instituteforgovernment, 2021). Based on the rise in input costs, UK businesses have started facing a choice of passing the rise in prices to the consumers which mainly resulted in the fall in demand. Despite the global demand being high for shipping components, the closure of key factories has also led to a shortage of economic components such as printed circuit boards and microchips. The impact of the pandemic has also resulted in the shortage of  EU drivers that has significantly disrupted the operations at the petrol stations followed by problems arising in the fuel supply. The shortage of electronic components also led to the shortage of supply of new cars, electronic devices and home appliances making it difficult to meet the rise in global demand. 
On a broader scale, the current supply chain of the UK market arose due to a shortage of materials, staff shortage and delays taking place in transport. At the same time, there have also been random spikes in demand specifically for construction materials and consumer goods (Hutton and Powell, 2021). Panic buying has been the major contributor to fuel supply issues due to the shortage of disrupted deliveries to the minority of petrol stations. Due to the shortage of HGV drivers in numerous petrol stations, numerous consumers rushed to the petrol stations to fill their tanks which resulted in a rapid increase in the demand when the supply was already short. 
During the period of October 2021, around 37% of the individuals in the UK experienced a shortage of fuels in the period of 2 weeks (Ons, 2022). Due to the constraints of panic buying, the shortage of fuel supply was observed at 20% at the peak of the crisis compared to 43% at a normal level (Instituteforgovernment, 2021). The rocketed prices of both petrol and diesel were observed on 4th July 2022 with the prices being at 191.6 and 199.2 for both petrol and diesel respectively. The significant rise in borrowings has been due to meeting the surge in the higher cost of living. It also resulted due to the higher interest rates where the rental prices for the households reached 9.2% at the end of March 2024. 
The end of both furlough and redundancies was observed during the introduction of the Coronavirus Job Retention Scheme that aimed to provide support to the staff at the time when businesses were closed. The government paid around £2500 per month to the employees who were furloughed by their respective employers. Bankruptcy was mainly initiated due to the higher cost of living. The families borrowed significant amounts of money due to inadequate funds which resulted in the struggle to keep up with the higher cost of living. Due to the pandemic, the impact on the global supply chain has been more severe due to which both the demand and supply were affected significantly. The COVID-19-induced behaviours saw the preference of the consumption shifts from services to goods that were the result of stockpiling, impulse buying and panic buying. 
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Figure 1: Rise in the prices of the commodities of the businesses in the UK 
(Source: Instituteforgovernment, 2024). 
(b) “Suggest various ways in which these economic problems can be resolved.” 
The government intervention was introduced to address problems such as the shortage of HGV drivers, Food shortage, energy prices and general supply chain problems. These were done through immigration, regulation, financial support, agency capacity, communications and engaging with the businesses. The communications highlighted the problems of global supply chain disruption leading to the surge in the demand for goods and services followed by Uncontrolled immigration for the recruitment of EU staff at comparatively lower wages. As far as providing relaxation to the workers during the pandemic was concerned, the government provided numerous relaxation strategies to improve the workload that was carried out by the workers. 
One of them was the delivery of the driver's hours of work for undertaking the carriage of goods in Great Britain. Also, the workers were allowed to carry over the leaves in the tenure of 2 years followed by temporarily raising the threshold of the current debt by £10,000 or more which expired on 31st March 2022 (Gov, 2021). To reduce the shortage of HGV workers, some other relaxation measures were also introduced in uplifting restrictions on late-night deliveries for retailers, supermarkets and any other distribution centres included in the UK. 
The shortage of food was addressed by 5500 additional visas for the poultry workers who were provided with the Seasonal Worker Scheme. It was also related to the relaxation of the COVID-19 rules where some of the food workers were subjected to testing regimes including the supermarket distribution centres. The downstream oil protocol was also introduced in the UK market by making exemptions for fuel firms to enter into competitive laws in allowing the sharing of information (Instituteforgovernment, 2024). It was done to avoid fuel shortage by making the military personnel available for the delivery of fuel. For the development and improvement of the supplier corroborations network, the technology strategy board helped in facilitating the collaborative supply in R&D to help the suppliers bring innovations to the market. Also, the government introduced a range of measures and policies for addressing the supply chain problems. It includes providing financial support to address the shortage of labour and measures for increasing the capacity of government agencies. 
The resources and waste strategy introduced by the UK government was completely focused towards an overarching aim for zero avoidable waste by 2050 along with the elimination of plastic waste by 2042 (Gov, 2023). The improvement of the supply chain was initiated by setting up newer internal structures for monitoring the crisis. For improving the supply chain, the national economy recovery taskforce was announced for improving the food chain and responding to the shortage of HGV drivers. By working with the suppliers to reduce the prices, the competition was introduced to lower the prices and bring improvements to the services to increase the choices for the customers through a great range of tariffs. It allowed for the introduction of payment mechanisms that helped in meeting the needs and preferences of the customers. The stakeholder engagement strategy was introduced by the UK government by shaping the principles and being engaged with the approach to use different mechanisms. 
Q2. (a) “Why is demand and supply relevant in this case study?” 
The pricing strategy of supply-demand is that when there is an increase in the supply where consistency is maintained in demand, the price decreases. If there is a higher level of competition among the food and oil businesses, it can increase the demand for the products which also provides an incentive for the suppliers to increase the supply. It can also lead to lower and stable prices for the products and services. During the pandemic, Amazon's online platform management disrupted traditional brick-and-mortar stores and changed the ways based on which consumers can shop. Through the vast selection of products and competitive prices along with convenient options of delivery, amazon revolutionised online shopping during the pandemic thus helping in the expansion of business productivity. According to Nayal et al. (2022), a shift in the business strategy during the pandemic can help companies take better care of their employees along with satisfying the consumer needs to enhance the consumer needs. Relative to the case study, it can help in catering to the rising demand of the consumers by reducing the shortage of workers such as HGV drivers, food and fuel. 
IPO can be an efficient financing strategy to raise capital for paying off the debts that may have arisen especially due to the shortage of fuel.  To keep a balance in both the demand and supply of goods and services during the pandemic, the companies can deploy an inventory management strategy. It can help to avoid stockouts that can disrupt the supply chain and ensure that businesses can cope with temporary outages and delays in stockings. The just-in-time inventory strategy can help reduce the overall costs and can also lower the overall holding costs. Relative to the food products, the JIT management can ensure that the stock arrives as and when required for meeting the demands of the consumers. 
To retain the workers and motivate them to work more productively, companies can offer incentives that might include a formal recognition programme that also includes smaller gifts and bonuses for meeting certain quotas and thresholds. Aigner-Walder (2015) argued that an increase in the unit labour costs can also mean an increase in the wages that might allow for labour productivity. It will result in the quantity of the labour demand decreasing significantly which will result in an upward movement along the demand curve. 
Corresponding to the above statement, Shekarian and Mellat Parast (2021) argued that logistics risk management can lower costs, and bring improvements to overall efficiency and minimisation of business disruptions. It can also help in ensuring an equilibrium of both demand and supply for stabilising fuel prices and food products for consumers. Businesses especially in the food sector can highlight the known gaps, optimise the supply line management and relocate inventory in an efficient manner. It can also be useful in managing the shortage of fuel supply for the households by raising the supply assurance to maintain their levels of commitment towards the customers during the supply disruption.
(b) “What is the difference between elasticity and inelasticity of demand with reference to price changes in the cost of fuel?”
The elasticity of demand or demand elasticity represents the measure of change in the demand for a particular quantity of a product responding to the changes in market variables like income and price. Inelasticity on the other hand represents an economic term that refers to the static quantity of a particular good or service based on the changes observed in the price. Fuel has a lower elasticity of demand which indicates that there is no change in the demand for oil when there is a change in the price. 
As opined by Andreyeva et al. (2010), if the purchased quantity of a commodity falls by 5% that might account for an increase of 10% of the overall price, it represents the scenario of inelasticity. Relative to the case study, the shortage of fuel significantly increased the prices of fuel for the consumers followed by the panic buying of scarce resources that significantly increased the demand among the consumers. The difference between the elastic and inelastic demand are flexibility in prices, protection during the fluctuations in the market and barriers to entry. Elastic goods include luxury items like certain food and beverage items.  On the other hand, the biggest example of an inelastic good is fuel since fuel is a necessary good for households that are used for cooking and running appliances and vehicles. Therefore, a rise in the price does not affect the demand much but a shortfall in the supply increases the prices based on the surging demand in the UK during the pandemic. 
According to Petricek et al. (2020), the elasticity of demand is important since it helps businesses fix the price of their products, helps in the maximisation of profits and can help in pricing a particular substitute. On the contrary, Keil (2023) argued the disadvantages of elasticity of demand that include changes in consumer preferences and income levels and continuous monitoring of the strategies of selling done by the competitors. The increase in petro and diesel prices of 3.2 pence and 4 pence respectively during the pandemic, the elasticity of demand is around 1 due to the increase of prices by 2.28%. As opined by McColl et al. (2020), a product having inelastic demand might allow the business to charge higher prices to increase the profit margin due to the limited impact on the units that are sold. Due to the shortage of supply, companies increased fuel prices to keep up with the required profits. On the contrary, Giancaspro (2021) stated the disadvantages of inelasticity of demand where manufacturers can increase the prices to an extent where consumers might not afford it anymore. Based on the shortage of supply, increasing the fuel prices resulted in a scenario where consumers were not able to afford it despite it being a necessity product. 
(c) “List and explain the laws of supply and demand”
The four laws of demand and supply can be related to an increment in the overall demand where the supply remains unchanged and can lead to higher prices and higher quantities. Growth in the appetite for a certain product means that consumers are accepting products at higher prices which might create a profitable opportunity for increasing the supply (Taylor, 2024). The second law is the decrease in demand where the supply does not change much which might lower quantities and prices. For instance, if consumers are not interested in investing their money in a product, the market prices might be lowered due to fewer opportunities for profit thus resulting in a reduction in overall production. 
From the views of Frank et al. (2021), an increment in the overall supply takes place when the demand does not change which results in lower prices and higher levels of quantities. When there is a higher supply of food compared to the quantity demanded by the consumers, the goods and services become widely available for numerous vendors. Sellers need to decrease the prices to attract customers away from their competitors. Opposing the views, Baqaee and Farhi (2022) argued that a downfall in the overall supply takes place when demand remains unchanged which might lead to higher prices and lower levels of quantities. If there is a shortage of goods such as fuel in the case study, consumers will be paying more for securing if fuel is available or not. 
[bookmark: _Toc172220925]Conclusion 
From the findings of the essay, the fundamental economic issues that hampered the UK economy are the shortage of labour and fuel at the onset of the pandemic. It also resulted in the shift of the consumer preferences from services to goods. Therefore, the UK Government took certain measures to curb these problems such as providing relaxation on the covid-19 measures. Apart from that, visas were provided to the workers to ensure the production of food efficiently. Rising fuel prices indicate an inelasticity of demand where the rise in price does not affect the demand for the consumers. Both demand and supply laws are relative to each other and an equilibrium between those laws is important for maintaining an equilibrium scenario. 
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