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[bookmark: _Toc151456651]Introduction
The economy plays a vital role in business and commerce. The economy has many branches and those are essential for specific purposes. Supply and demand have a great impact on the economy and lots of thing depends on those part. Supply and demand should be equal to make the economy stable. Different problems may occur due to economic crises. Those problems should be identified properly and minimised in a planned way. The elasticity of demand needs to be judged properly to understand the condition of the market. Laws of supply and demand are also essential to consider when making any decision based on the market and economy.



[bookmark: _Toc151456652]Q1. (a) The fundamental economic problems identified in this case study 
In this case study, the economic scenarios of the UK have been assessed during the pandemic and the post pandemic period. For a period of 3 years, the country struggled to recover from the adverse impact of the global emergency of the COVID-19 pandemic. This affected the SMEs of the UK while challenging major UK industries like tourism, hospitality, food, entertainment, transportation, etc. (Simmons and Culkin, 2022). The fundamental economic problems discussed in this case study are: 
· Government regulations in new normal- Due to the rise of COVID-19 cases in the UK where the death tolls were rising high, challenging the continuity of the hospital operations, developing stress upon the medical system. Amidst all of this, the government took strict measures of lock down and quarantine policies to restrict the movement of people in the cities and areas of the UK. The aim was to limit the spread of the disease. In contrast, the new normal with the imposed health and safety concerns affected the business operating time, the operation of service sectors due to lack of customers, and this also affected the revenue generation in the economy. The UK economy saw a economic downturn since 2020 and in April-June timeline of that year, the GDP fall was recorded as 19.8% (www.ons.gov.uk, 2023).  
· Increased demand, short supply- panic buying: The rising fear of the unknown disease, the threat of a broken supply chain, and the psychology of thinking that the commodities will be scarce in future- led to panic buying in the UK stores. The retail firms faced a rise in demand but supply fell short which created an imbalance in the market operation (Ramanathan, Aluko and Ramanathan, 2021). 
· Supply inadequacy- driver shortage- A huge shortage in fuel was developed in the UK. The reason was interestingly the shortage of drivers. This was due to the switching of local drivers to their home countries due to Brexit as the policies of employment were still being developed. At the same time, the movement restrictions were going on (Simmons and Culkin, 2022). 
· Twin problem- The Brexit and the pandemic took place in the UK in the same timeframe. This makes the identification of the economic problems solely for one of the root causes very difficult on part of the researchers. This further escalated the issues in the economy (Telford and Wistow, 2022). 
· Fuel shortage- The fuel shortage was due to the supply shortage as labours were unavailable during the pandemic. This increased the fuel price as well, making the value of pound suffer in the international market, and increasing inflation in the UK. In October of 2022, the CPI was 11.1% (Higher fuel prices stop UK inflation from falling in September, 2023). 
· Increased borrowings- As there is high inflation in the economy, borrowing has increased- resulting into a government borrowing of GBP 122.4 billion only in 2021-2022. In the previous year, this was 310.4 billion (Clark, 2023). This high public debt developed stress on the economy. The corporate and private borrowings led to high interest rates and eventually many firms and SMEs declared bankruptcy due to the loss they faced (Telford and Wistow, 2022). 
· Lay off- As a result of the cost cutting measures taken at the organizational levels, the employment contracts were declined by firms, job cuts, layoffs, redundancies increased creating a scarcity of jobs in the labour market. As soon as the pandemic spread in the UK, 7.6 million people were in crisis due to the cost cutting initiatives taken by business owners (Allas, Canal and Hunt, 2023). 
· Shifting market trends- Furthermore, it was identified that the choices, habits, buying patterns, purchase decisions, etc. of the customers were transforming swiftly in the market as a result of the pandemic (Aigner-Walder, 2015). More online buying, contact less service demands, increasing focus on healthy alternatives, etc. were being noticed which reshaped the economic environment of the UK (Chronopoulos, Lukas and Wilson, 2020). 
[bookmark: _Toc151456653] (b) Various ways in which these economic problems can be resolved
The economic problems in the UK as a result of COVID-19 are prolonged due to the long-term impact it had over business operations, revenue generation, and regular activities. The following ways are devised to resolve the economic problems faced by the country:
Government policies: The UK government has declared a range of schemes and policies in response to the rising economic crises, the struggles of the service sector and the related SMEs. The job retention scheme was declared to support laid off workers, there was income support scheme for the ones without any income, business loan schemes were declared for the firms losing money due to restricted operations, the corporate financing facility was developed to support the private firms. The subsidies, tax designs, and the support to the local governments can help the economy overcome major national challenges (Hutton and Keep, 2020). 
Flexible health restrictions: The health and movement restrictions which were imposed by the government due to the new normal situation are cost incurring to be implemented by the small businesses. As the COVID-19 situation is now under control, the government can declare flexibilities in those health and safety measures in service sectors to provide scopes to the local businesses operate against the big firms (Mark et al., 2021). This will create fair competition and support businesses to remain compliant while making them future-proof.
Revamping the supply chain: The economic crisis induced by the supply chain failure during the COVID-19 and Brexit was one of the key reasons why supply fell short upon rising demands. This indicates that the public as well as the private sector needs to work on their raw materials sourcing from alternative origins to avoid such supply failures in the coming days. The collaboration between businesses and their suppliers can be developed globally to avoid any restricted area to breach the movement of the goods (Basu, 2023). This will improve the reliability on suppliers amidst challenging times. 
Reducing economic waste: The government of the UK has taken a holistic approach to waste management. This attempt is taken to create savings in the economy with the strategy of resource reutilization. The goal of the government is to recycle 65% of the waste by 2035. This includes investment in high technology solutions that improves the infrastructural scenarios of the businesses (GPT Waste, 2022). Thus, the transformation of the economy to a waste economy can support the country get a hold on their additional expenses and bring in economic sustainability. 
Improving price bargain: The government can intervene with their geopolitical influences to source the raw materials from the best and cost-effective places. The price bargain will improve and support the businesses with reduced cost of production. This will further help to decrease the current market prices to assist in controlling the inflation rate. The bargaining power needs to be balanced in the global market (Mangan, Lalwanis and Calatayud, 2021). Furthermore, the local supply chain can be strengthened in this regard to reduce the global dependency that can create major supply shortage in emergences in similar cases like the pandemic. With multiple suppliers, the UK firms can reduce the high bargain power on suppliers’ side in the market. 
Stakeholder management- The business stakeholders can be reassured on the business activities. The transparency in financial statements and regular briefing ill build confidence of the stakeholders. The stakeholder management programs can also be introduced to improve FDIs in the country (Carroll, Brown and Buchholtz, 2018). Successful stakeholder management can result into job creation in the market and help the economy with the large number of job seekers. 
[bookmark: _Toc151456654]Q2. (a) Why demand and supply are relevant in this case study
This case study discusses the interaction of demand and supply in the UK market which develops a market equilibrium upon which economic indicators like inflation rate, bank interest rate, consumer expenditure, saving tendencies, product pricing, etc. depend. The events followed by the COVID-19 pandemic created market uncertainties which resulted into a range of economic problems. At the same time, the recommended solutions or the already taken strategies suggest that the development of a balanced supply chain can solve most of the economic struggles in the country. Following reasons explain why and how the mechanism of demand and supply are relevant in this case study:
· The price mechanism suggests that when demand is high and supply is low- the price will increase. This is the exact same thing what happened in the COVID-19 era as well as the post pandemic period. The pressure of demand from the panic buying resulted into quick purchases of large volumes of the daily commodities (Parkin, 2019). On the other hand, the global supply chain was broken due to movement restrictions, fuel crisis, and labour shortage. This typically ed to all the other challenges as mentioned in the case study. 
· On the other hand, the competition in the market for the same global supply was intensified as all the countries were suffering from the similar economic downturns. At this phase, the prices or inflation rates can be lowered down with secured government policies that support businesses to initiate revenue generating operations instead of business closures (Ramanathan, Aluko and Ramanathan, 2021). This reduces the market risks against which the firms operate in the economy to maintain an ideal equilibrium condition through demand and supply. 
· If we look at the business of certain retailers who saw a boom during the pandemic, Amazon will be one of those firms. The company saw a rush of visitors in their online platform. The business was able to grow their operational levels, improve revenue earnings, and increase their productivity to maintain the cost and pricing structure. The company even hired 20 thousand employees to support the high volume of sales in this pandemic period (Thomas, 2022). The high demand of Amazon products was a result of the contactless service seeking attitude of the customers where most of them chose e-commerce platforms to purchase their necessary products. This again implies how supply and demand mechanism can improve business expansion even amidst challenging economic phases. Ensuring the correct business model with flexibilities can help firms in employee retention and fair salary distribution- improving job satisfaction (Parkin, 2019). The case of Amazon also shows how the supply shortage can be filled up by responding to the transforming market trends and business environment. Thus, the match between demand and supply is a must for sustainable firms. 
· Demand and supply mechanism can also improve the business concept while deciding upon the business model, logistics alignment, distribution strategy etc. During economic downturn, these decisions taken by managers can further help them in cost cutting which is a relevant solution against the struggles faced by the firms (Broer et al., 2020). This can also be created in alignment with the marketing strategies to present the business offerings to the right customer segments with potential high demands. Moreover, this can improve the IPO positioning in the stock market by the firm to increase their capital through investments. 
· The proper supply chain strategy and operational designs can improve the inventory management part of a business. Inventories are a major source of expenditure for the firms. The development of Just in Time inventory has been popular to reduce the storage costs and efficiently using the warehouses or logistics supports. When demand and supply are tracked and traced with real time data analytics, the predictions of production volume get more accurate (Barreto, Amaral and Pereira, 2017). This improves firms with cost management strategies as well. This Japanese technique has been well embraced by the global firms in order to improve their production and inventory efficiency with proper supply chain mechanism. 


[bookmark: _Toc151456655] (b) The difference between elasticity and inelasticity of demand with reference to price changes in the cost of fuel 
[bookmark: _Toc151456656]Elasticity of demand
Demand elasticity can be defined as the degree to which the quantity of demand in the market gets changed in response to a change element which may include- price, economic downturn, recession, inflation, savings tendency, interest rate, income level, currency exchange rate, etc. Commodities like fashion, accessories, automobiles, electronic gadgets, hotel bookings, etc. luxury materials have elastic demand.
[bookmark: _Toc151456657]Inelasticity of demand
Demand inelasticity on the other hand, indicates the opposite of elasticity. This states the static quantity of demand in a market despite the changes in other market variables like price. The change factors usually do not create an impact due to the categories of the products being living necessities. Despite the changes in the market factors, the consumers are bound to buy the products for living. These can be the utilities, medicines, nicotine or tobacco products, water, etc. Inelasticity of demand creates advantages on part of the operating businesses to take advantages of the constant demand despite market fluctuations. This also reduces market risks for these products (Greenlaw, Shapiro and Taylor, 2017). 
[bookmark: _Toc151456658]Comparisons
Elastic products have price fluctuations and flexibilities based on market trends whereas the inelastic goods usually have rigid price structures. During market uncertainties, the inelastic goods and their volume of sales remain secured while the elastic goods suffer the main outcomes. This is a reason why the market barriers are high for elastic goods usually to safeguard the businesses from adverse market conditions. 
While elasticity of demand helps firms to enjoy competitive market scenarios while enjoying optimum pricing, the elasticity of prices also brings in challenges when market situations are challenging like the case of COVID-19. On the other hand, inelasticity of demand provides businesses a safety net in the market to protect earnings even amidst adverse situations with a fait business model, but this has low competitive features and limited growth scopes for the firms (Heider, 2017). 
As per the case study, it can be seen that the price of fuels has increased due to multiple underlying reasons like failure of supply chain, shortage of drivers, shortage of labours, etc. This will have a great impact on the sales of luxury goods like cars or fashion items as the high inflation rate will induce savings tendencies among the consumers. On the other hand, the businesses with FMCG products can see a rise in the market as they remain unchanged against the price of fuels (Aigner-Walder, 2015). The bakeries producing breads or the rice shops selling food ingredients may not face any impact of the change in fuel pricing. 
 (c) The laws of supply and demand 
The law of supply and demand indicates a key economic theory. This states that the price of a product in any market is determined by the mechanism of existing demand and supply in the market. The balance between demand and supply indicates market equilibrium which is the target or business objective of firms and the policy makers in general to keep the price perfect for the market. Following are the explanations of the laws of supply and demand:
- A rise in demand when the supply is the same as before can give powers to the suppliers and sellers of products. This happened as mentioned in the case study, a core reason of inflation where price hikes were found for daily necessities. This is also profitable for the suppliers to enjoy economies of scales, increasing the productivity, supply, and enjoy the high price sales. 
- A decrease in demand when supply remains as before can be a disadvantage for the sellers or suppliers. This happened in the tourism industry during the pandemic. As the supply remained without the demands, fixed costs of businesses incurred losses against the lack of revenue generation. This results into price decrease and offers given by the sellers to avoid losses. Eventually production is monitored with reduced volume in such cases (Salvatore, 2019). 
- A rise in supply in the same market where demand has not changed, creates market competitiveness. Consumers get more alternatives, they have higher bargaining powers, and it reduces the cost of goods. 
- A decrease in supply when the demand remains the same as before, high prices will be asked for smaller quantities as a result of the market equilibrium forces. This will create a supply shortage in the market, making consumers buy less for more price (Parkin, 2019). 




[bookmark: _Toc151456659]Conclusion
The economy of a country has an impact on the operation of business and commerce. A proper understanding of the current and past economy is essential to predict the future. There is always the risk of uncertainty and anything can happen anytime. The economy may serve better and also it may serve negatively. All the issues of an economy should be considered before running a business in that economy. Demand and supply are opposites in a relationship. If the supply increases, the demand will decrease. Demand will increase and then supply will be decreased. If there is balance, the economy will experience equilibrium. Economic conditions need to be kept at equilibrium.
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