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Task 1
a. Economic problems
Recent two-three years have brought various changes in the national economies and has many adverse effects on the growth and development of economies. The covid-19 pandemic, Brexit impact and various other issues has harshly impacted the growth of the economies. As the covid-19 pandemic and related impositions have brought various changes in the rules of doing business, it has very severe impacts on the national economies (Aigner-Walder, 2015). Most of the businesses and their physical activities were shut due to the likelihood of virus transmission and business industries have faced major loss and decline in their revenue. Research of Cigliano (1980) shows that around 41.3% businesses were forced by the governments to close their business operations temporarily. This pandemic led permanently shut down of around 18% businesses. As the businesses were closed, economies faced various issues in due to lack of supply of goods and services. The pandemic has led the closing of businesses but the demands and needs of the population were rising day by day and it caused various issues due to the lack of supply and increased demand (Andreyeva et al., 2010). 
Study of Baker (2003) depicts that almost 72% businesses has been negatively impacted due to the shortage of supply and increased demands. Supply chain of almost 57% of the companies has adversely disrupted. It has been seen that the due to the pandemic and its affects, the shortage of truck and other drivers have been recorded 42% which has been a major reason for shortage of supply and supply chain disruption during the pandemic. The supply chain was also disrupted due to the panic buying of the customers (Bagwell, 2005). Similarly, the Brexit impact has also caused many adverse impacts on the economies. Brexit refers to the withdrawal or exit of Britain from European Union. Brexit is an agreement of EU and UK which records the withdrawal of United Kingdom and it has many adverse effects on the both parties. The export and import of the UK from EU have been fall by £6.6 billion and £5.6 billion respectively. Both Parties’ trade has been fallen by 10.5% and it has caused various impacts on the economies and lives of the peoples. It has totally disrupted the supply chain trade customs (Foot and Gomez, 2006). 
Logistics costs were increased and the business industry faced many losses due to the increased cost of the raw materials, delays in shipment and trade barriers. Recent report of LSE- London School of Economics shows that due to the Brexit impact, United Kingdom is consistently facing price inflation (Ellickson, 2013). The value of the British Pound has also fallen by 10 %. According to Ellickson (2013), the shortage of fuel supply has been also increased post covid-19 pandemic due to the supply chain disruption.  During lockdowns many diesel and fuel refiner plants due to the decreased demands and least profits. The supply of fuels has been decreased to 1.66 million tonnes and consequently the prices are increasing day by day. Due to the shortage of fuel supply, the prices of the fuels are increasing like a rocket and setting new records. The rapid technological advancement and adoption of digital and information technology has been enhanced the living standards of the individuals (Shapiro, 1987).
Increased inflation and rocketed prices of the consumer goods has been increased the cost of living and economies are facing trouble due to the high borrowings and cost of livings. During the covid-19 pandemic, UK government has launched furlough, a job retention scheme of the UK government which has created many positive outcomes in the lives of individuals and was one of the most successful schemes of the government. However, it has costs around £70 billion to the UK government which led the closing of this scheme and the redundancies have been increased. Furthermore, shift in consumer appetite and bankruptcies are also a major problem for the national economies (Ellickson, 2013).  
b. Ways to resolve the challenges
There are various ways by which the above-mentioned economic problems can be effectively managed and resolved. Some of the major ways are as follows:
Government intervention: Government plays a major role in the economy of any country and their intervention in the business and other activities can make significant impacts on the challenges. Effective regulations and laws, immigration strategies, financial support and taxation rates can be very helpful in tackling and resolving these issues (Osadiya 2023). The UK government is aiming to reduce the trade barriers with the aim to minimise the impacts of the Brexit agreement. Government has also developed an effective export strategy to ensure the smooth exportation of British goods and services worldwide. The Prime minister of the UK, Rishi Sunak has vowed to reduce the price inflation by 5%. Thus, in this way government interruption and regulations can strengthen the British Economy (Heien and Pompelli, 1989). 
Relaxing the some of the stringent Covid-19 rules: As the Covid-19 cases have been decreased since last 1.5 years thus relaxation in the strict COVID guidelines and rules can be helpful in resolving the economic issues caused by the pandemic. However, the likelihood of the rise in COVID cases should not be neglected as it can increase anytime but the restriction should be minimised with appropriate precautions. The British Economy has developed an effective strategy to ensure quick recovery from the challenges and problems of the pandemic (Foot and Gomez, 2006). 
Developing shortage management strategy: As the shortage of supply, drivers, fuels are one the major challenges for the British Economy; an effective and strategic plan to deal with the shortage can be helpful. Assessment of the existing strategies and loopholes is vital in effective shortage management strategy development. Effective inventory and talent management can be a significant step towards fostering a strong shortage management system (Ellickson, 2013).
Strong supplier corroborations network: Creation and improvement in the supplier corroborations network is most effective way to resolve the changes caused by disruption in supply chain. A supplier corroborations network is an effective mechanism, which brings companies together to improve and strengthen their supply chain. Development of an effective supplier corroborations network will not only strengthen the supply chain of the businesses but also enhance the growth and innovation opportunities for the businesses.
Identification of alternate waste reduction strategies: As the need for sustainable business practices are at peak, effective waste management system is essential and required in businesses to ensure the sustainability and long-term profitability of the businesses. Inclusion of 3R strategies and composting are significant ways for waste reduction. Similarly, investment in strategies like trash compactors can also be an effective way to ensure the waste reduction (Foot and Gomez, 2006). 
Supply chain audit and improvement: Analysis of supply chains and improvement areas are most significant ways to analyse own strengths and weaknesses and to make changes accordingly. Ensuring strong and trust relations with suppliers, adoption of integrated software’s, automation, effective demand forecasting are effective ways to improve the supply chain and ensure easy availability of the products and services to the customers.
Negotiation: Closely working with the suppliers and effective negotiation can help businesses in reducing the prices of the products. However, effective negotiation can only take place by closely working with the suppliers and understandings their work structure and costs (Osadiya 2023). 
Transparency: Transparency is one of the major ways by which companies can significantly resolve the changes. Providing detailed information to the stakeholders is an essential and effective way to form strong and trust relations with the stakeholders and developing a strong reputation in the industry (Shapiro, 1987). 
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a. Relevance of Demand and Supply in the case study
Demand and supply are fundamental economic principles that hold great relevance in the case study, which explores the impact of the global COVID-19 pandemic on business operations, particularly in the UK. These concepts are central to understanding the dynamics of the situation and how businesses and economies responded to the challenges posed by the pandemic.
The case study illustrates the significance of demand and supply in several key aspects:
1. Pricing Strategy to Manage Demand and Supply Pressure: The disruptions caused by the pandemic resulted in imbalances between the demand and supply for various goods and services (Rauch and Schleicher, 2015). Due to the increase in demand for particular items, companies have made adjustments in their pricing tactics and the demand and prices of these products often increase as well and it aids companies to manage the increasing demand effectively. Conversely, low prices of goods and services so that demand for goods and services increases as well as consumption. It mainly preserves the flow of the supply chain (Griffith, 2003).
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Figure 1: Supply and demand curve
Source: - (Andreyeva et al., 2010)
1. Price and Competition: Changes in supply and demand can make an impact on the prices in the competitive market and the given case study shows how new rivals make entry into the fuel supply business by employing the UK’s driver shortage. Due to the rising competition, suppliers were forced to lower their prices to lure more customers (Andreyeva et al., 2010).
1. Impact on Business Productivity and Expansion: Variations in supply and demand like an increase in demand for e-commerce services amid the pandemic have a significant effect on the growth and productivity of companies. In order to fulfil the spike in demand, companies like Amazon had to efficiently hand their supply networks and their potential to adapt supported them to develop and prosper in trying times (Bagwell, 2005).
1. Consumer Behaviour and Marketing Strategies: Due to Covid-19, marketing strategies have been changed by many companies and it has resulted in shifts in customer preferences from services to goods. Organizations need to modify their marketing tactics to better target in-demand goods and services and adapt to changing customer demands. The dynamics of supply and demand are fundamental in shaping customer behaviour and marketing choices.
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Figure 2: marketing behaviour and consumer behaviour
Source: - (Cigliano, 1980)
1. Balancing Inventory Management: The case study emphasizes the importance of balanced inventory management. The disruptions in supply chains challenged businesses that heavily relied on just-in-time inventory systems. Maintaining equilibrium between supply and demand is essential to prevent disruptions and ensure operational efficiency (Ellickson, 2013).
1. Raising Capital Through Finance: Increased demand often necessitates higher funding for businesses to expand and stabilize operations. In order to draw in cash, the case study notes that businesses could need to make substantial capital investments and advise them to think about doing an initial public offering (IPO). IPOs are a typical method used to raise capital during periods of high demand.
1. Employment Market and Employee Retention: The ability of companies to offer competitive remuneration packages affects the labour market in the context of supply and demand. Businesses that saw spikes in demand might pay more and provide better benefits, which would increase employee satisfaction and retention (Cigliano, 1980). 
1. Risk Management: Maintaining stability in the face of unforeseen events, like the pandemic, requires effective risk management. To lessen the effects of interruptions and make sure that companies can keep up with supply and demand, effective risk management techniques are required.
1. Handling Shortages and Changing Market Demand: Businesses had to adjust to shifting market dynamics as fuel shortages resulted from drivers leaving the UK. In order to balance the market, they had to cope with these shortages by boosting supply, luring in new drivers, or changing customer behaviour (Baker, 2003).
b. Difference between elasticity and inelasticity of demand in context of fuel prices
Basic economic ideas like demand elasticity and inelasticity help us understand how customers react to price changes, especially when it comes to fuel prices. This knowledge is important for consumers, businesses, and politicians (Bagwell, 2005).
Elasticity of Demand: Elasticity of demand quantifies how consumer demand adjusts to price changes. It has been evaluated in the case of fuel prices that it is mainly examining how consumers are adapt their fuel consumption in response to fluctuations in prices (Aigner-Walder, 2015).
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Figure 3: Elasticity of demand in fuel prices
Source: - (Andreyeva et al., 2010)
Elastic demand exhibits these key characteristics:
Price Flexibility: It has been seen that consumers with elastic fuel demand could be considered as highly open to changes of price. If there is any slight increases in price  then it leads to a significant reduction in fuel consumption. Particularly when practical alternatives is existing.
1. Availability of Substitutes: The elasticity of fuel demand is linked to the presence of substitutes like public transportation, carpooling, or fuel-efficient vehicles. Consumers readily switch to these options when fuel prices rise (Andreyeva et al., 2010).
Consumer Behaviour Changes: Elastic demand is mainly indicating that consumers are willing for modifying their behaviour in response to changes in price. They are hoping to reduce driving and adopting fuel-efficient technologies. They are also seeking option for exploring alternative transportation to mitigate the increasing costs of fuel.
Some benefits of elastic demand are mentioned below:
· Setting Optimal Prices: Elasticity information helps businesses determine pricing strategies that maximize revenue, considering consumer responses to price changes (Bagwell, 2005).
· Lower Taxes: Governments may impose taxes on products with elastic demand, as consumers can absorb the tax burden without significantly reducing consumption.
· Increasing Sales: Elastic demand allows businesses to increase sales by adjusting prices. Lowering prices attracts more customers, leading to higher sales and potential profitability gains (Baker, 2003).
However, businesses in elastic demand markets must address challenges such as the need to monitor competitors' pricing strategies and recognize that elasticity can change over time due to evolving consumer preferences and economic conditions.
Inelasticity of Demand: Inelastic demand indicates that price changes have limited effects on the quantity demanded. In the context of fuel prices, it implies that consumers continue to purchase similar quantities of fuel regardless of price fluctuations (Cigliano, 1980).
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Figure 4: Inelasticity of demand
Source: - (Foot and Gomez, 2006)
Inelastic demand for fuel is associated with these characteristics:
1. Necessity and Limited Substitutes: Fuel is often considered a necessity, and practical alternatives are limited or non-existent. Inelastic fuel demand prevails when substitutes are scarce or impractical.
1. Limited Consumer Behaviour Changes: Inelastic demand suggests that consumers are less likely to make significant changes in response to price fluctuations. Even with higher fuel prices, people may still need to drive for work, school, or other essential activities (Ellickson, 2013).
For businesses dealing with inelastic demand, the advantages are straightforward:
· Revenue Increase through Price Increases: Companies that sell inelastic items can raise their pricing without suffering a large loss of customers, which could result in a large increase in revenue and profit.
Businesses and legislators, however, should exercise caution on the possible negative effects of inelastic demand, such as putting consumers in a difficult financial situation, especially when it comes to necessities (Foot and Gomez, 2006).
Evaluating demand elasticity or inelasticity in the context of fuel pricing is essential for forecasting how price changes impact consumer behaviour and corporate revenue. It has a significant impact on both day-to-day living and the whole economy when it comes to choosing the right pricing tactics, tax laws, and transit planning (Griffith, 2003).
c. Laws of supply and demand
Especially in light of the disruptions to the UK's supply chain and fuel shortages, the case study offers a clear example of how supply and demand rules have been in effect both during and after the COVID-19 epidemic. Let's examine how this circumstance is affected by each of the four laws of supply and demand:
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Figure 5: Law of supply and demand
Source: (Heien and Pompelli, 1989)
As supply stays constant, rising demand drives up costs and increases output: Due to the epidemic, consumer tastes changed, with a rise in the demand for products rather than services. In this case, there was a rise in demand for the products, but labour shortages and other interruptions posed serious problems for the supply chain. As a result of increased demand and constrained supply, the price of some items, notably fuel, increased. Prices increased because consumers were prepared to pay more to obtain these things (Heien and Pompelli, 1989).
Declining demand when supply stays constant results in lower prices and smaller quantities: The case study notes that although demand for commodities increased, there was a decline in demand for some services. Market prices will probably be reduced in these circumstances to promote consumption. Decreased demand may force service providers to cut back on output, which in turn brought down pricing (Osadiya 2023).
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Figure 6: supply and demand curve of fuel prices
Source: - (Rauch and Schleicher, 2015)
Greater quantities and reduced prices result from increased supply while demand is constant: In this instance, the departure of drivers from the UK caused a fuel scarcity, which opened the door for other suppliers to move into the market and expand their supply. To attract consumers away from competitors, these new suppliers likely had to drop their prices, leading to lower prices for fuel and higher quantities available (Rauch and Schleicher, 2015).
Decreased supply when demand remains unchanged leads to higher prices and lower quantities: The shortage of drivers due to the COVID-19 pandemic and Brexit created a significant imbalance in the supply of fuel. With demand remaining consistent or even increasing, consumers were willing to pay higher prices to secure the limited available fuel, resulting in higher prices and lower quantities available at forecourts (Shapiro, 1987).
[bookmark: _Toc150353061]References

Aigner-Walder, B. (2015) Effects of the Demographic Changes on Private Consumption: An Almost Ideal  Demand System Analysis for Austria. Journal of Economic and Social Studies, 5, 1, 33-57. Available at: https://core.ac.uk/download/pdf/153450093.pdf#page=33 (Accessed on: 15/12/2023).
Andreyeva, T., Long, M. and Brownell, K. (2010) The Impact of Food Prices on Consumption: A Systematic Review of Research on the Price Elasticity of Demand for Food. American Journal of Public Health, 100, 2, 216-222. Available at: https://ajph.aphapublications.org/doi/full/10.2105/AJPH.2008.151415 (Accessed on: 15/12/2023).  
Bagwell, K. (2005) The Economic Analysis of Advertising. Columbia University Discussion Papers No:  050601. Available at: https://www.sciencedirect.com/science/article/abs/pii/S1573448X06030287 (Accessed on: 15/12/2023).   
Baker, J. (2003) Competitive Price Discrimination: The Exercise of Market Power Without Anticompetitive  Effects (Comment on Klein and Wiley). Articles in Law Reviews & Other Academic Journals. Paper 278. Available at: https://heinonline.org/HOL/LandingPage?handle=hein.journals/antil70&div=30&id=&page= (Accessed on: 15/12/2023).   
Cigliano, J. (1980) Price and Income Elasticities for Airline Travel: The North Atlantic Market, Business Economics, pp. 17–21. Available at: https://www.jstor.org/stable/23482366 (Accessed on: 15/12/2023).
Ellickson, P. (2013) Market Structure and Performance. International Encyclopedia of the Social & Behavioral Sciences, Forthcoming; Simon School Working Paper No. 13-21. Available at: https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2261764 (Accessed on: 15/12/2023).
Foot, D. and Gomez, R. (2006) Population aging and sectorial growth: the case study of the UK, 2006- 2026.  OJBE, 5:1. Available at: https://onlinelibrary.wiley.com/doi/abs/10.1111/j.1749-124X.2013.12017.x  (Accessed on: 15/12/2023).
Griffith, G. (2003) The Impact of Supermarkets on Farm Suppliers. The Australian Economic Review, 37, 3, 329–336. Available at: https://onlinelibrary.wiley.com/doi/abs/10.1111/j.1467-8462.2004.00334.x (Accessed on: 15/12/2023).
Heien, D. and Pompelli, G. (1989) The Demand for Alcoholic Beverages: Economic and Demographic Effects, Southern Economic Journal, pp. 759–769. Available at: https://www.jstor.org/stable/1059587 (Accessed on: 15/12/2023).
Osadiya T. (2023), Introduction to Economics. Available at: https://www.amazon.co.uk/ Introduction-Economics-Dr-T-Osadiya/dp/B0BT6V38Y7 (Accessed on: 15/12/2023).    
Rauch, D. and Schleicher, D. (2015) Like Uber, But for Local Governmental Policy: The Future of Local  Regulation of the 'Sharing Economy'. George Mason Law & Economics Research Paper No. 15-01. Available at: https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2549919 (Accessed on: 15/12/2023).
Shapiro, M. (1987) Measuring Market Power in U.S. Industry, NBER Working Paper, No. 2212. Available at: https://www.nber.org/papers/w2212 (Accessed on: 15/12/2023). 
image6.png
Law of supply and demand

Price

Quantity




image7.png
=
e
=
5
=
@
a
9
E

New
Equilibrium

Original
<+ Equilibrium

90 10

Liters per Week





image1.jpeg
Prifysgol Cymru
Y Drindod Dewi Sant

University of Wales
Trinity Saint David





image2.png
Price must be set below P Price must be set above P

=

Price

h
S
I
' I

Q, Q@ Qg Quantity

[h——
Excess Excess
Demand Supply





image3.png
[ Marketing Strategy and Consumer Behavior





image4.png
151 50
Income, net of housing & running motor vehicles costs, equivalised (OECD AHC)

© Low Income, Low Costs ® Low Income, High Costs
 Higher Income, Low Costs @ Higher Income, High Costs





image5.png
Price

Inelastic demand

14 - Change in price leads

toa smaller percentage
change In demand

10

Demand

50 88 Quantity

-10% wicahelinony





