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Introduction 
Economics is the study of scarcity and its implications for the use of resources, production of services, and growth of production and welfare over time. Economics analyses what, how, and for whom society produces. The major economic challenge is addressing the gap between society’s limited ability to produce and people's infinite needs. It is the study of how society manages its scarce resources (Sloman & Jones,2019). This essay will evaluate the fundamental economic problems during Brexit and COVID-19, and how people have been affected and face challenges.
[bookmark: _Hlk152839434]Fundamental economic problems - According to the Institute for Government 1 (2023) The UK has been experiencing widespread disruption due to a shortage of drivers since the summer of 2021, leading to supply chain disruptions globally. This has resulted in delays in deliveries, gaps in supermarket shelves, higher prices, and empty petrol stations. Institute for Government 1 (2023) states that the cause of these disruptions is complex, including Brexit trade barriers, labour shortages, global supply problems, and panic buying. Staff shortages have affected sectors such as food and drink, haulage, construction, and hospitality. Between November 2021 and January 2022, there were a record high of 1,298,000 job vacancies, with 37% struggling to hire enough staff. The COVID-19 pandemic has worsened staff shortages in the UK due to four main reasons: a 5% drop in EU nationals employed before Brexit, disruptions in vocational training, the 'pandemic', and voluntarily leaving jobs (Institute for Government 1,2023).
 Institute for Government 1 (2023) points out that Brexit has significantly impacted the UK's workforce, making it difficult for firms to recruit from the EU, particularly in sectors like food manufacturing, haulage, and agriculture. The driver workforce fell by 37% between March 2020 and March 2021 due to Covid and Brexit, exacerbated by poor working conditions and retirement age. Post-Brexit, cross-border trade between the EU and Great Britain faced additional cost regulation checks and complexity. Trade with the EU has fallen, particularly in the food and drink sector. The pandemic has also impacted global supply chains, with rising gas prices and closures of factories leading to a global shortage of microchips and electronic components. Manufacturing struggles have resulted in substantial backlogs, leading to the lowest number of new cases registered in the UK since 1998 (Institute for Government 1,2023).
Institute for Government 1 (2023) states that panic buying of scarce resources also contributed to fuel supply problems and consumers rushed to fill their tanks because of a shortage of drivers which led to a rapid increase in demand at a time when supply was already constrained. The supply chain interruption in the UK has been attributed to Brexit trade barriers, labour shortages, panic buying from services to goods, and global supply problems. Supply chain issues have affected the UK economy, with input prices increasing above normal levels. Inflation has risen to 3.8% in October, causing concerns about a 'cost of living'. Supply chain problems are expected to slow economic recovery from COVID-19, as increased energy prices will squeeze household finance and hit lower-income households. The UK government has attributed disruption to global factors, including the pandemic recovery and increased demand for goods. However, Brexit's role in labour shortages has been acknowledged. The government has created new internal structures to address the food crisis and introduced temporary policy measures, including financial support. Factors affecting supply chain problems include post-Brexit border controls, regulatory regimes, wage increases, furloughs, redundancies, and job market changes. Global disruptions, including energy, semi-conductors, and shipping, are expected to continue, putting pressure on supply. Please see the graphs below to see the percentage of UK business challenges in trade and the input prices are increasing higher than normal.
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Fig. 1 
https://www.instituteforgovernment.org.uk/explainer/supply-chain-problems  



Fig. 2 
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Fig. 2 
https://www.instituteforgovernment.org.uk/explainer/supply-chain-problems 







According to Institute for Government 2 (2023) and Institute for Government 1 (2023) many ways have been implemented by the government to solve the challenges. Institute for Government 2 (2023) points out that since 2021, energy costs have significantly increased due to wholesale gas prices, particularly impacting lower-income households. The government announced packages to offset around 90% of average energy bills in February, March, and May 2022. Energy prices have risen faster since then and the package of measures is now expected to offset even around fifty percent of the increase this fiscal year. Government intervention also helps every household in Great Britain with a £400 discount on their energy bill and a council tax rebate without returning and it makes the UK government costly. Broad-based measures, which benefit households during increased costs, can be expensive and potentially stimulate the economy by increasing aggregate demand. In the UK, large-scale spending giveaways may be offset by the Bank of England’s increasing interest rate, potentially reducing financial benefits. Household support for vulnerable people was also targeted as well as pensioners with energy costs, Universal credit, disability benefits, a reduction in fuel duty, and cutting energy-related taxes to those that spend the most on energy. The government is spending £9.1bn on schemes, with half of it going towards the Energy Bill Discount scheme, aiming to reclaim it over five years.
Institute for Government 1 (2023) states that a range of government policies has been introduced to address supply chain problems and the most of this aim to address the shortages of HGV drivers- such as no test for car drivers to tow a caravan or trailer and one test, not two is needed to drive articulated and rigid lorries with lasting indefinitely. Support such as providing funding for HGV licence and temporary visas for European HGV for food and fuel drivers have been made under the seasonal worker scheme and apply to EU, EEA, and Swiss HGV licence holders only. One million letters also have been sent to HGV licence holders to motivate them back into the industry as well as expanding HGV driver training, temporary extended licenses for driving dangerous goods, extending HGV driving hours in Scotland, England, and Wales, loosening cabotage laws. £ 32,5 m also has been committed to government spending to improve roadside facilities for drivers, extended tax relief for the haulage industry; fuel companies: some sections of competition law have been put on hold, military soldiers have been arranged to transport fuel, temporary visas for poultry and pork workers also have been provided to cope with food shortages. Another government help also has been introduced in funding to store slaughtered pigs, some workers in England, including those in supermarkets and food manufacturing, were exempt from self-isolation; an energy price caps also has been provided for domestic consumers as well as council tax rebate to help people through ‘cost of living’ pressures, energy bills rebate. To help meet energy costs, temporary support has been provided to CF Fertilisers, the UK’s main CO2 producer. Business reactions to government policy measures have been mixed, with some industry groups supporting additional visas, while others argue they do not go far enough. Temporary visa schemes are bureaucratic, limited to small numbers, and unclear in terms of attractiveness to EU nationals (Institute for Government 1,2023)
Institute for Government 3 (2023) states that a fuel crisis that was made worse by Brexit was handled poorly by the UK government due to a lack of clarity in communications and apprehension about political impact. This highlights the need for increased infrastructure investment and response capability. The proof above it is shows how the UK government responded to supply chain disruption such as relaxing some of the strict Covid 19 rules, developing a management team strategy to get over the problem, trying to improve the supplier network and own supply chain, and working with suppliers to reduce price. Stakeholders have also been informed to date to try to help the economy, satisfy people’s needs and better welfare. Osadiya (2023) points out that producing more goods would represent an improvement in the economic welfare by providing that the products are giving consumers positive satisfaction and therefore an improvement that is called allocative efficiency.
Fleximize (2013-2023) states that supply and demand together are two of the most important economic concepts and form the basis of a market economy. Supply and demand law explains the communication between buyers and sellers and how availability and pricing affect the change of services and goods. Sloman and Jones (2019) point out they determine the prices of most goods and services as well as whether the firms should raise their prices or keep them the same or lower depending on the operating market conditions. Everything depends on the demand for the product, for example, if the market is growing, increasing the price may be a good strategy, but if the market is in decline, cutting the prices is required. A shortage of a product causes its market price to increase to limit the shortage. A surplus also causes the price to fall and this removes the surplus. Therefore, prices will be affected when demand and supply change. Shortages encourage sellers to increase the price of the good, creating an incentive for producers to supply more and be more profitable. Change in demand and supply causes markets to adjust. When such a change occurs, ‘disequilibrium’ will automatically change in price as well as restore ‘equilibrium’- a balance of demand and supply. Supply and demand also allow people to evaluate purchasing power to buy a product in their income as well as help individuals to understand and predict market conditions and help decision-making (Sloman and Jones, 2019)
The graph below is taken from Osadiya’s book (2023, p. 83) to show Market Equilibrium.
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Fleximiza 2 (2013-2023) states that SEO is crucial in your long-term marketing strategy as it makes a website more visible providing more opportunities and traffic to convert prospects into customers and helping the expansion of business productivity. Fleximize 1 (2013-2023) points out that in today’s economy, businesses cannot survive without big data which can enhance customer productivity, understand customer preferences, adapt their offering to meet customer needs, and collect feedback. It is a great marketing strategy that can promote the business concept, sell a product or service, and build better customer relationships. Data is used to identify trends and patterns for learning and growth as it provides reports and insights into your specific business needs. Therefore, it is a fantastic way to balance demand and supply and to understand market conditions and other factors that influence market performance (Fleximize 1, 2013-2023)
Fleximize 3 (2013-2023) states that due to Brexit and Covid-19 supply chain disruption, an Inventory management system can maximize business efficiency, protect brand reputation, help identify stock levels, forecast sales trends, and reduce lead times. Selecting the right software can provide data-driven decisions, meet customers' demands, and boost profitability. According to Green (2021), an IPO allows a company to raise capital from public investors. Companies go public to raise capital and unlock shareholder value, benefiting pre-IPO shareholders. Successful companies also use proceeds for capital investments, acquisitions, and growth, while existing shareholders can sell their holdings, which is another relevance of demand and supply. Crail (2023) suggests that employers can enhance job satisfaction by offering competitive base salaries, which should be fair, adjustable for inflation, flexible work options, and a positive work-life balance, especially after the pandemic, to maintain healthy working relationships and reduce employee burnout, promoting sustainability.





Difference between elasticity and inelasticity of demand – 
In contribution to the discourse, Osadiya (2023) asserts that the higher the price of a service or good is, the lower the quantity demanded of it or the lower the price of a service or good, the higher the quantity demanded of it (ceteris paribus) 
The Demand Curve 
[image: ]

This theory tells us that there is an inverse relationship between the quantity demanded of a service or good and its price-the higher the price, the lower the quantity demanded-ceteris paribus. Therefore, when the price goes up, economists would expect the quantity demand of a service or good to go down and vice versa. The graph above is taken from Dr. Osadiya's book (Osadiya, 2023, p.45)
Hall (2023) states that the elasticity of demand refers to which demand responds to a change in an economic factor. When determining elasticity, price is the most common economic factor and other factors include substitute availability and income level. When economic factors change elasticity measures how demand shifts. Examples of products with high elasticity are luxury items, food products, and brand names cereal as they are easily substituted and replaced by lower-price items which affect the quantity demanded. Suttle (2017) points out some advantages of elasticity of demand such as setting an optimum price-companies can find the optimum price for products when demand elasticity is high, as consumers react to price changes. Marketers can test various pricing scenarios and use the economic formula for price elasticity to determine the optimal price point. Lower taxes are also possible due to higher demand and less sensitive consumers. Increased sales can be achieved by better pricing structures and meeting consumer needs. However, setting prices in inelastic demand is more difficult, as competition tends to increase rapidly in growth industries. Overall, companies can benefit from higher demand and better pricing strategies. According to Ford (2020) disadvantages of elasticity of demand is that demand of consumers change overtime, price elasticity of demand only works at given period. Monitoring of the selling strategies of competitors is essential as a poor understanding of price elasticity of demand can be a disadvantage to companies.








The graph below is a price elastic demand curve and it is taken from Osadiya’s book (2023, p.57)

A Price Elastic Demand Curve 
[image: ]



According to Hussain (2023) ‘Inelastic’ refers to the static quantity of a service or goods when its price changes. It means when the price goes up or down consumers' buying habits stay about the same. Inelastic products are necessities without acceptable substitutes and the most common are medical treatment, insulin, petrol salt, water, services/products sold by monopolies, diamonds, and tobacco. Depressions and economic recessions tend to hurt the demand for elastic goods without any impact on inelastic goods. Therefore, the difference between elasticity and inelasticity of demand concerning price changes in the cost of fuel is that even when the price of fuel goes up consumers' buying habits stay the same which is ‘Inelastic.’ Inelasticity of demand has advantages as ‘perfectly inelastic’ demands will remain consistent, regardless of any price change. Consumers also must pay higher prices which is a disadvantage if the price increases. As an advantage can be considered revenue that can be boosted by increasing price, but there is disadvantage such as higher price should be paid by consumers. Pettinger (2018) states that the UK has increased the price of tobacco, which increases government revenue as most of the tax will be borne by consumers. Please see the graph below to see the reflected higher price of cigarettes.

[image: Source TMA]


Fig. 4
https://www.economicshelp.org/concepts/tax-incidence/ 









Sloman and Jones (2019) point out that the law of supply and demand describes how the price of a service or product is determined by the interaction of its availability and buyers’ demand. When the price is high, sellers will supply more and buyers will demand less, and when the price is low, sellers will supply less, and buyers will demand more. The point where supply and demand are equal is called equilibrium. This explains how supply and demand are connected and how they affect the price of goods and services. According to Fleximize 4 (2013-2023), business owners should be aware of four basic laws of supply and demand when producing or selling goods. 
Increased demand is when supply stays unchanged leading to higher quantities and higher prices. It means that consumers are accepting of higher prices for a certain product as well as creating a profitable opportunity for sellers to grow their supply (Fleximize 4,2013-2023).
Decreased demand is when supply persists unchanged leading to lower quantities as well as to lower prices. If consumers are not interested in buying a service or product, the market will see price reductions to promote purchasing. Suppliers will decrease their production with less opportunity for profit (Fleximize 4,2013-2023).
Increased supply is when demand stays unaffected leading to lower prices and higher quantities. When supply exceeds demand, services and goods become quickly available from many vendors. To attract consumers away from competitor sellers will have to decrease their price (Fleximize 4,2013-2023).
Decreased supply- is when demand does not change leading to lower quantities and higher prices. Compared to demand there is a shortage of goods, and consumers are ready to pay more to secure the availability (Fleximize 4,2013-2023).






 Please refer to the graph below to see the law of supply and demand.

[image: Law of supply and demand: definition and application - efficy]
Fig. 5
https://www.bing.com/images/search?view=detailV2&ccid=QX6BHYhX&id=9F475BB7473A14CA385561249B4E27497E892C84&thid=OIP.QX6BHYhXGSp75qpzLjOfiAHaEz&mediaurl=https%3a%2f%2fwww.efficy.com%2fwp-content%2fuploads%2f2019%2f03%2flaw-of-supply-and-demand-768x498.jpg&cdnurl=https%3a%2f%2fth.bing.com%2fth%2fid%2fR.417e811d8857192a7be6aa732e339f88%3frik%3dhCyJfkknTpskYQ%26pid%3dImgRaw%26r%3d0&exph=498&expw=768&q=Law+of+Supply+Graph&simid=607990228100794781&FORM=IRPRST&ck=433E48333A477D65B554A92F22B820CD&selectedIndex=2&itb=0&ajaxhist=0&ajaxserp=0 


According to Osadiya (2023) defines economic growth as the increase in potential output over time, measured by GDP. Positive GDP indicates increased services and goods, while negative GDP contrasts. The benefits of economic growth include increased government revenue, income, improved health, education, resources, poverty reduction, unemployment reduction, and population longevity.
Conclusion 
From the proof above it can also be seen how supply and demand have been affected during Brexit and COVID-19 and the supply chain issue affected the UK economy negatively. Government intervention has been vital to support and stimulate the economy and the UK government has developed a management team strategy to get over the problem. Therefore, increasing capital goods, technology, labour force and human capital is especially important as all of these contribute to economic growth. Economic growth is driven by consumer spending as well as business investment. Having enough staff is vital in any business industry as this is the only way to resolve economic problems, achieve customer satisfaction, maximal welfare, profit in any industry, and help economic growth. Flexible work options, good salary, and positive work-life balance especially after the pandemic are also vital to maintaining a healthy working relationship, reducing employee burnout, and promoting sustainability for economic growth.
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Only includes businesses that have imported in the last 12 months and have reported how imports have been affected.
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