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Introduction
In recent decades, the global economy has undergone numerous changes, such as the 2008/2009 financial crisis and subsequent recession, the political changes in the United States, Britain's vote to leave the European Union, ongoing terrorist attacks, a growing environmental agenda, and the conflict between Russia and Ukraine. These events have had a significant impact on business across the globe, and many of them have produced an unpredictable business environment, making it increasingly difficult for all organisations on the macro and micro levels in each nation and across the world. Traditionally, the business environment has four factors influencing the economy: political, economic, social/cultural, and technological. This research will examine the impact of energy sector price increases on enterprises, households, and the economy as a whole in the United Kingdom. How does this price increase impact the managerial decisions of small and large businesses, and what will change on the micro and macro level in the UK (Sloman et al. 2019, p.5)?
The spectrum of government decision-making includes microeconomic, macroeconomic, and distributive factors. The government's microeconomic mission is to deliver essential public goods, make public investments, and supervise private market operations. The government's macroeconomic responsibilities are lowering the severity and frequency of recessions, fostering economic growth, and ensuring low inflation and unemployment rates. In its distributive function, the government aims to reduce the income gap, provide essential health, education, and living standards, and increase the welfare of the poor (Samuelson et al., 2015, p.342).
Energy sector
[bookmark: _Hlk118106106]The energy sector reaches every aspect of the United Kingdom, not only by supplying electricity to our homes, businesses, and public services but also by producing highly skilled employment throughout the country, most of which are in places outside of London. One in every 48 jobs in the United Kingdom is supported by the energy sector, which includes regional customer service centres, coastal nuclear power facilities, and vast offshore wind farms. The industry contributes millions of pounds in taxes and invests roughly twice as much annually as the construction industry. Over the next thirty years, global energy investment supply and infrastructure will increase by between $92 trillion and $173 trillion. The United Kingdom should continue to guarantee it stays an attractive investment destination. In addition to the capital outlay required to develop more generation, the government must invest in R&D, in updating our grid to make it more flexible and able to handle growing demand, and in the local skills and supply networks that will facilitate the transition to Net Zero (Energy-UK, 2022).
Some numbers can describe the energy sector to show us how important part it is to the whole industry in the United Kingdom:
· energy adds £40 billion to the Gross Value Added of the United Kingdom, which is 1.8% of the economy. 
· the energy industry's supply chain contributes an additional £109 billion to the GDP.
· annually, this sector contributes £8 billion in taxes through payrolls, sales, and profits.
· there are 138,000 direct jobs in the energy sector.
· employees in the energy industry are among the most efficient in the economy, delivering £135 of output every hour, compared to £39 on average across the economy(Energy-UK, 2022). 
The current situation in the energy sector in the United Kingdom
The energy system in the United Kingdom has been thrown into crisis by a perfect storm of market forces that threatens to disrupt the whole economy, from residential energy suppliers to heavy industry and from factories to farmers. This has fuelled concerns that a wave of energy providers would fail, leaving homeowners with unaffordable bills. As the winter season approaches, these variables influence the energy situation (Ambrose, 2021).
China’s post – Covid bounce back 
[bookmark: _Hlk118112452]China's strong desire for energy is a major factor in determining global market pricing. Its post-Covid economic expansion in 2021 corresponded with increased demand in Asia and Europe.  As industries recover from the devastation of the pandemic, nations in the northern hemisphere, which suffered a long, severe winter in 2020-21 that reduced gas storage levels, are scrambling to acquire supplies. Since last year, gas prices in the United Kingdom have more than tripled, reaching 180 pence per term, up from approximately 40 p/th this term. In the past month, prices have increased by 70 per cent (Ambrose, 2021).
Events in Ukraine
The global economy continues to feel the repercussions of the tragic events in Ukraine. Since the 1970s, Russia's aggression has caused the most extreme fluctuations in worldwide commodity markets. The markets have fallen from their previous peaks two weeks after the invasion, but uncertainty remains acute. In the following months, rising energy and other commodity prices will increase inflation in the United Kingdom and worldwide, putting strain on household earnings. The trade disruption in essential raw commodities potentially aggravates existing global supply networks' obstacles.
The main risk for the UK economy at the macro level is rising energy prices, which will exert further higher pressure on inflation and moderately slow GDP growth over the next twenty months. Russia's contribution to the United Kingdom's energy imports is minimal. However, Europe's reliance on Russian energy supplies poses a considerable risk to economic growth, as even minor supply disruptions are sufficient to halt European production and raise global energy prices. The possibility of more increases in energy prices enhances the Bank of England's position. The Monetary Policy Committee of England. The MPC must evaluate the short-term implications of higher rates. Commodity prices on domestic inflation versus equivalent declines in demand (through the effect of real household incomes and corporate profits). Normally, heightened uncertainty would prompt the Bank to adopt a "wait-and-see" stance. In light of existing worries about near-term inflation expectations and wage-price growth, The MPC is likely to hike interest rates due to market forces and rising energy and commodity costs in the following months, but at a slower rate than initially anticipated (CBI, 2022).
Generation Gap
The worldwide gas shortage is exceedingly terrible news for the United Kingdom. Approximately half of the United Kingdom's energy is produced by burning fossil fuels in gas-fired power plants. This pattern has become more entrenched in recent months due to a series of electricity system difficulties. Ageing nuclear power reactors have been forced to conduct unscheduled maintenance outages, a major power cable used to import electricity from France has been shut down following a fire, and wind turbines in the United Kingdom have stopped during some of the least windy months since 1961 (Ambrose, 2021).
The rising cost of living in the UK due to the inflation
[bookmark: _Hlk118625987]Energy prices have significantly contributed to inflation, with rising residential energy rates and gasoline prices. The Bank of England anticipated that energy price increases would account for fifty per cent of the inflation increase in 2021. Increasing costs for consumer goods have also contributed to the increase in inflation. Strong consumer demand for goods and rising corporate expenses, in part due to supply chain constraints, are reflected in price increases. This is primarily a global phenomenon caused by the pandemic. Andrew Bailey, governor of the Bank of England, stated in May 2022 that 80% of the inflation overshoot above the 2% target was attributable to energy and traded goods, adding that this was mainly outside the Bank's and monetary policy's control (Francis-Devine et al. 2022).
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[bookmark: _Hlk118626226]Figure 2: Inflation between 2019 – 2022 in the UK (Francis-Devine et al. 2022).
[bookmark: _Hlk118627041] Figure 2 below is derived from the Bank of England's Monetary Policy Report for May 2022, before the most recent inflation figures and the April surge in energy prices. It indicates that commodity and energy costs have been driving inflation. The increased trade obstacles with the EU due to Brexit might also cause rising inflation (such as the cost of hiring HGV drivers from the EU). However, it is difficult to determine the size of this effect (Francis-Devine et al. 2022).
Energy price cap in the United Kingdom
Household gas prices jumped by 96% and domestic power costs by 54% in the year leading up to September 2022. The regulator, Ofgem, announced in early 2022 that the cap would increase by 54% from its previous equivalent yearly amount of £1,277 per year to £1,971 per year. After August 2022, it was reported that the cap should increase by an additional 80 per cent to £3,549 on October 1, 2022. In six months, this would have represented a gain of 178 per cent. However, the Prime Minister said on September 8 that the new Energy Price Guarantee would begin on October 1 and endure for two years. This would imply that yearly direct debit client bills should not exceed £2,500 (Francis-Devine et al. 2022).
[bookmark: _Hlk118634179]Many governments prioritise maintaining homes at a pleasant temperature and decreasing household fuel costs. Various actions have been implemented in the United Kingdom to attain these objectives. The price cap for customers with prepayment metres was implemented to tackle rising rates of energy poverty and a lack of competitors among this group. Unfortunately, the price cap was established on many predictions of how electricity is consumed. Using smart metre data, we evaluate how well the price cap accounts for actual energy consumption. Households on economy 7 (EC7) rates were shown to spend more than those on regular rate plans, as EC7 customers use more power during peak hours than predicted in government estimates. Additionally, many EC7 customers still consume a large quantity of gas, suggesting the EC7 heating product needs to be improved or employed cost-effectively. Adjustments to the techniques and approaches in government models for EC7 clients may be advantageous in future price cap levels (Hardy and Gorse, 2019).
Energy price restrictions have historically been difficult to impose and have frequently been criticised for restricting competition and impeding innovation. Prices have tended to cluster around the price maximum for prepayment metres in the United Kingdom, indicating a lack of competition. However, supporters of price caps will argue that these consumers were unlikely to participate in the market in the first place. Therefore, the absence of competition may not significantly impact them. Moreover, it was anticipated that even a capped, non-competitive prepayment market would result in hundreds of pounds in savings for many users formerly on uncapped tariffs. The energy price cap will have effectively decreased energy bills to the level anticipated by many low-income clients (Hardy and Gorse, 2019).
Energy sector and the business in the United Kingdom
Businesses in the United Kingdom are highly reliant on gasoline. Consequently, when fuel prices rise, it significantly impacts British businesses. Depending on their industry, some companies may be affected more than others. As you might expect, large-scale, energy-intensive sectors are struck particularly hard, but even the tiniest enterprises suffer. Even heating a small office or store can be pretty expensive (Saunders, 2022).
Many product-based firms and transport companies struggle due to fuel costs eating into their revenues due to energy price hikes. As more and more providers pass on costs to enterprises, the latter will have to give on these expenses to their customers, resulting in higher product pricing. This may be a significant concern for some sectors, particularly those that run in an exceedingly competitive market. Already slim profit margins in some business models are being significantly reduced. Another potential effect of increased fuel prices is their effect on employees. Suppose fuel prices generate enormous increases in operating expenses. In that case, maintaining such a large workforce may become prohibitively expensive, necessitating a reduction in working hours or, in extreme circumstances, layoffs. Even while this is a significant issue, it will not persist long. As things return to "normal," fuel prices will become a less urgent concern for businesses, according to several analysts (Saunders, 2022).
How will the new plan address the UK energy crisis and inflation?
While this new plan is noteworthy and an improvement over Ofgem's prior price cap of £3,549, it is essential to note that both figures are illustrative. The government would freeze the cost per unit and the monthly service fee (the price you pay for your supplier to maintain wires and send someone out to read your meter, among other things). This means that there is no overall limit on how much a consumer can be charged; your bill will depend on the services you utilise. Consequently, any possible savings from the £2,500 guarantee – the government estimates that the average user will save at least £1,000 annually – are speculative and will rely on the energy consumption of each household and business (The conversation, 2022).
By reducing the impact of rising gas prices in this manner, the government expects to reduce inflation, which is currently near a 40-year high of 9.9%, by up to 5%. In 2021, the contribution of energy to total inflation was approximately 1.5%. Russia's invasion of Ukraine earlier this year resulted in a 95.7% increase in gas prices, which led to a 54.0% increase in electricity prices in the United Kingdom due to gas-fired power generation. In April 2022, this boosted energy's impact on average inflation to 1.9%. Inflation is also influenced by events such as the supply chain interruption resulting from the pandemic. Along with Russia's invasion of Ukraine and the subsequent effect on the supply of some goods, these factors have generated demand-pull inflation in the United Kingdom. This occurs when the supply cannot keep up with rising demand, leading prices to rise. Any of these variables would alter the inflation rate (The conversation, 2022).

Conclusion
All of the reasons mentioned are expected to result in increased inflation and slower growth for the British economy. Ofgem's price restriction, which is locked until October, will reduce the short-term impact of growing energy costs on CPI inflation and household incomes (assuming no changes before this). However, businesses that haven't hedged or whose fixed-price contracts expire in the coming months may experience the effects on their energy prices more swiftly. Transport and logistics industries and passengers have already witnessed increased gas prices. Numerous economic prognosticators now anticipate that consumer price inflation will peak above 8% in April, with a second peak probable in October if the energy price cap is once again raised. Additionally, inflation is likely to be higher than anticipated next year. In addition, higher inflation will stifle real household incomes, reducing spending on other goods and services. Moreover, increasing energy and other input costs will place additional pressure on the profitability of businesses, forcing some to reduce employment or investment plans. However, a 10% increase in oil prices would likely reduce the level of UK GDP by 0.4%, with roughly half of the impact being felt in the first year and the remaining in the subsequent two to three years (CBI, 2022).
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